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$FNQRZOHGJHPHQWV
,ZRXOGOLNHWRWKDQNP\UHVHDUFKVXSHUYLVRU'U-XOLDQQD&KDOOHQRUIRUKHUNHHQLQWHUHVWKHU
ZLVHJHQWOHQHVVDQGKHUUHPLQGHUVWRNHHSWKLQJVVLPSOHEXWPHDQLQJIXO+HUXQLTXHVXSSRUW
ZDV LPSRUWDQW LQPDNLQJP\ UHVHDUFK H[SHULHQFH ERWK FXOWXUDOO\ DQG SHUVRQDOO\ UHOHYDQW
DQGDOO WKHPRUHZRUWKZKLOH ,DPDOVRJUDWHIXO WRDOO WKHZRQGHUIXOFOLQLFDO VXSHUYLVRUVZKR
LQYHVWHGLQP\GHYHORSPHQWDQGZRUNHGWRHPSRZHUPHDVDWUDLQHH
, WKDQN WKH SDUWLFLSDQWV ZKR VKDUHG LQ WKLV UHVHDUFK 6LPLODUO\ , ZRXOG OLNH WR H[SUHVV P\
JUDWLWXGH WR WKH WKLUG VHFWRU RUJDQLVDWLRQV WKH DUWLVWLF FROOHFWLYHV DQG WKH VRFLDO DFWLYLVWV
ZKRVH H[DPSOH VKRZV WKH LPSRUWDQFH RI EULQJLQJ KRSH FUHDWLYLW\ DQG YXOQHUDELOLW\
WRJHWKHU
,DPPRVWJUDWHIXOWRP\IDPLO\,WKDQNP\IDWKHUIRUWHDFKLQJPHWRDVN(YHU\ VWHSRQWKLV
MRXUQH\VWDUWHGZLWKDTXHVWLRQ ,DPLQGHEWHGWRP\PRWKHUZKRH[HPSOLILHVWKHSRZHURI
GUHDPVDQGRIVDFULILFH,DPJUDWHIXOWRP\VLVWHUIRUKHUOHVVRQVRQUHOHQWOHVVQHVVDQGWRP\
EURWKHU IRU RXU ORQJ ZLQGHG GHEDWHV RQ WKH ´UHDOLW\ RI VFLHQFHµ 7KH\ KHOSHG PH ILQG
)RXFDXOW
/DVW EXW QRW OHDVW , WKDQN WKH IULHQGV DQG FROOHDJXHV ZKR VKDUHG LQ P\ FKDOOHQJHV DQG
VXFFHVVHVWKURXJKRXWWKLVWUDLQLQJ,VKDUHWKLVDFFRPSOLVKPHQWZLWKDOORI\RX
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'HFODUDWLRQ
,JUDQWSRZHUVRIGLVFUHWLRQWRWKH8QLYHUVLW\/LEUDULDQWRDOORZWKHWKHVLVWREHFRSLHGLQZKROH
RULQSDUWZLWKRXWIXUWKHUUHIHUHQFHWRWKHDXWKRU
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$ 3UHIDFH
7KLVSRUWIROLRFRQVLVWVRIWKUHHVHFWLRQVDFOLHQWVWXG\DSLHFHRIHPSLULFDOGRFWRUDOUHVHDUFK
DQG D SXEOLVKDEOH DUWLFOH (DFK SDUWZDV FRPSOHWHG RYHU WKH FRXUVH RI &LW\ 8QLYHUVLW\ RI
/RQGRQ·V &RXQVHOOLQJ 3V\FKRORJ\ 'RFWRUDO WUDLQLQJ $V VXFK WKH\ GHPRQVWUDWH WKH FOLQLFDO
DQGDFDGHPLFFRPSHWHQF\DFKLHYHGGXULQJWKLVWUDLQLQJ
7KHVHVHFWLRQVDUHWLHGWRJHWKHUE\WKHPHVRISRZHUDQGSRZHUOHVVQHVVSDUWLFXODUO\DVWKH\
UHODWHWRRQH·VDVSLUDWLRQVDQGREOLJDWLRQVRIPDLQWDLQLQJVRFLDOYDOXHZLWKLQDVRFLDOFRQWH[W
7KLV SRUWIROLR LV XOWLPDWHO\ FRQFHUQHG ZLWK FLWL]HQVKLS DQG FRQQHFWHGQHVV ,W VKRZV WKH
WHQVLRQVH[LVWLQJEHWZHHQWKRVHWZRQRWLRQVDQGEHJVTXHVWLRQVRILQWHJUDWLRQ
7KHFOLHQWVWXG\LVDQH[SORUDWLRQRIWKHFRXUVHRI&RPSDVVLRQ)RFXVHG7KHUDS\WKDW,RIIHUHG
WR DQ  \HDUROG $IJKDQ DV\OXP VHHNLQJ FOLHQW ZKR SUHVHQWHG DW D &$0+6 VHUYLFH ZLWK
WUDXPD UHODWHGV\PSWRPVDIWHU IOHHLQJ$IJKDQLVWDQDQGEHLQJ VPXJJOHG LQWRWKH8.:KLOH
ZHZRUNHG WRJHWKHUKHDOVR VWUXJJOHGZLWK VLJQLILFDQWDQ[LHW\ LQ OLJKWRI DQDSSHDOKHKDG
PDGHWRUHPDLQLQWKH8.
7KH HPSLULFDO UHVHDUFK LV D )RXFDXOGLDQ 'LVFRXUVH $QDO\VLV ZLWK VRFLDO FRQVWUXFWLRQLVW
HSLVWHPRORJ\H[SORULQJ WKHFRQVWUXFWLRQVRIHPSOR\DELOLW\ WKDW LQIRUP WKHSUDFWLFHVRI WKLUG
VHFWRU HPSOR\DELOLW\ SURJUDPPHV 7KLV UHVHDUFK LV SDUWLFXODUO\ FRQFHUQHG ZLWK KRZ
GLVFRXUVH³DQGVRFLDOO\FRQVWUXFWHGDVSLUDWLRQVRIVRFLDOYDOXH³SRVLWLRQDQGREOLJDWHWKHVH
WKLUG VHFWRU SURIHVVLRQDOV WKHLU FOLHQWV DQG SV\FKRORJLFDO SURIHVVLRQDOV LQ OLJKW RI QDWLRQDO
HPSOR\PHQWDJHQGDV7KHDQDO\VLVGHPRQVWUDWHVKRZWKHLQWHUYLHZHGOHDGHUVRIWKRVHWKLUG
VHFWRU VHWWLQJV GUHZ RQ SV\FKRORJLFDO GLVFRXUVHV RI LQWULQVLF PRWLYDWLRQ WR FRQVWUXFW
HPSOR\DELOLW\+RZHYHUWKH\FUHDWLYHO\FRPELQHGWKRVHGLVFRXUVHVZLWKHFRQRPLFRQHVLQD
PDQQHU WKDW LV UHIOHFWLYH RI WKH WKLUG VHFWRU VHWWLQJV· RUJDQLVDWLRQDO K\EULGLW\ DQG WKHLU
DOLJQPHQW ZLWK QHROLEHUDOLVP  7KH ILQGLQJV DOVR VXJJHVW WKH SDUWLFLSDQWV· FRQVWUXFWLRQ RI
SV\FKRORJLFDO SUDFWLFHDV LQFRPSDWLEOHZLWK WKHLU ODUJHO\ VRFLDO HQWUHSUHQHXULDO REMHFWLYHV
7KHVH LQFRPSDWLELOLWLHV DUH H[SORUHG WR GHWHUPLQH WKHLU LPSOLFDWLRQV IRU LQWHJUDWLQJ
SV\FKRORJLFDO SUDFWLFH LQWR VXFK WKLUG VHFWRU VHWWLQJV DQG WR WDFNOLQJ TXHVWLRQV RI VRFLDO

  
MXVWLFH DV LW UHODWHV WR HPSOR\DELOLW\ 7KH SXEOLVKDEOH DUWLFOH OLNH WKH HPSLULFDO UHVHDUFK
IRFXVHV RQ WKH SRZHUV DFWLQJ RQ VRFLDO HQWHUSULVHV FRPPLVVLRQHG WR HQKDQFH WKH
HPSOR\DELOLW\RIWKRVHDWULVNIRUVRFLDOH[FOXVLRQ7KHVHSLHFHVFRQVLGHUWKHVRFLDOHQWHUSULVH·V
QHROLEHUDO ZRUN IURP GLVFXUVLYH DQG H[WUDGLVFXUVLYH SHUVSHFWLYHV WR FRQWH[WXDOLVH WKH
DSSDUHQWWKRXJKVLWXDWHGUHVLVWDQFHQRWHG LQWKHSDUWLFLSDQWV·DFFRXQWV7KHDLPRIWKHVH
FRQVLGHUDWLRQV LV DJDLQ WR H[SORUH KRZ DQG ZK\ VSHFLILF SRZHU UHODWLRQV PDLQWDLQ WKH
FRQVWUXFWHGLQFRPSDWLELOLWLHVQRWHGLQWKHFRQWH[WRIQHROLEHUDOHPSOR\DELOLW\DJHQGDV
3HUKDSV LW LV P\ H[SHULHQFH LQ WKH 8. DV DQ LQWHUQDWLRQDO VWXGHQW WKDW KDV UDLVHG WKHVH
TXHVWLRQV DERXWSRZHU SRZHUOHVVQHVV DQG WKH WHQXRXVQHVV RI RQH·V SODFHZLWKLQ D VRFLDO
FRQWH[W(PSOR\DELOLW\LQSDUWLFXODUHPHUJHGDVDWRSLFRILQWHUHVWWKURXJKWKHH[SHULHQFHRI
FRPSOHWLQJP\0DVWHU·VWKHVLV,IRXQGWKDWIRU´SV\FKLDWULFVXUYLYRUVµUHFRYHU\ZDVEHFRPLQJ
HFRQRPLFDOO\ SURGXFWLYH DQG WKHUHIRUH VRFLDOO\ YDOXDEOH 0DQ\ RI WKHP ZDQWHG WR EH
FRQVLGHUHGZRUWK\RIZRUN7KH\H[SUHVVHGZDQWLQJWRGRZLWKLQVRFLHW\ZKDWWKH\ZHUHDEOH
WRGRDWWKHFKDULW\,VWXGLHGOHDYHWKHLUGLDJQRVLVDQG´SV\FKRORJLVHGµLGHQWLWLHVDWWKHGRRU
$QG WKDW UDLVHG LPSRUWDQW TXHVWLRQV IRU PH DV , EHJDQP\ GRFWRUDO SV\FKRORJ\ WUDLQLQJ
DERXW WKH UROH DQG UHOHYDQFH RI SV\FKRORJLVWV ZLWKLQ VSDFHV DV LQVSLULQJ DV WKDW FKDULW\
:RXOG ,DVDSV\FKRORJLVWGHVLULQJUHOHYDQFHEHUHOHYDQWDPRQJWKHVHFOLHQWVZKRGHVLUHG
WROHDYHWKHLU´SV\FKRORJLVHGµLGHQWLWLHVDWWKHGRRU"
7KHSRZHU VWUXJJOHV LQKHUHQW LQ WKLVTXHVWLRQLQJZHUH LQHVFDSDEOHEXW WKH\ ZHUHTXHVWLRQV
WKDWPDUNHGWKHEHJLQQLQJRIP\MRXUQH\WRZDUGEHFRPLQJD&RXQVHOOLQJ3V\FKRORJLVW7KH\
OHGPHWRDVNTXHVWLRQVRI)RXFDXOW+RZGLGWKHVHFOLHQWV·JRDOVDQGGHVLUHVFRPHWREHLQ
WKHILUVWSODFHLIGHVLUHVJRDOVDQGZRUWKDUHVXEMHFWWRVRFLDOFRQVWUXFWLRQDQ\ZD\":LWKDQ
XQGHUVWDQGLQJRI)RXFDXOW·V´GLVFRXUVHµDQGKLVFRQFHUQZLWKSRZHU ,ZDVFRQIURQWHGZLWK
PRUHTXHVWLRQVDERXW WKHVRFLDO MXVWLFHRIKHOSLQJFOLHQWVWR UHFRYHUHFRQRPLFDOO\YDOXDEOH
LGHQWLWLHV DERYH WKHLU RWKHU SRWHQWLDOV 0RUH TXHVWLRQV DERXW SURIHVVLRQDO SRZHU DQG
UHOHYDQFH DURVH GXULQJ P\ WUDLQLQJ DV , GLVFRYHUHG WKH 6RFLDO -XVWLFH 1HWZRUN LQ WKH
&RXQVHOOLQJ 3V\FKRORJ\ 'LYLVLRQ WKH %ODFN DQG$VLDQ&RXQVHOOLQJ 3V\FKRORJLVWV*URXS DQG
WKH&RPPXQLW\3V\FKRORJ\·VFDOOIRUDFWLYLVWSUDFWLWLRQHUV

  
, EHJDQ WR DVN LI WKH DQVZHU WR VRPH RI WKHVH TXHVWLRQV DERXW EDODQFLQJ DQ HWKLFDO
FRPPLWPHQW WR VRFLDO MXVWLFH ZLWK D SURIHVVLRQDO FRPPLWPHQW WR WKH FOLHQWV· GHVLUHV OD\ LQ
ZRUNLQJRXWVLGHRIWKHFRQVXOWLQJURRP:DVWKHUHDIRUPRIDFWLYLVP UHTXLUHGWRFKDOOHQJH
WKH GLVHPSRZHULQJ HIIHFWV RI WKH GLVFRXUVHV WKDW LPSOLFDWHG SV\FKRORJLFDO SUDFWLFH LQ WKH
FRQVWUXFWLRQ RI D SHUVRQ·V YDOXH DFFRUGLQJ WR WKHLU HFRQRPLF SURGXFWLYLW\" +RZHYHU
WKURXJKWKHZRUNUHSUHVHQWHGLQWKHIROORZLQJFOLHQWVWXG\,ZDVFKDOOHQJHGWRFRQVLGHUWKDW
WKHUHODWLRQVKLSVH[LVWLQJEHWZHHQWKHSV\FKRORJLFDOGLVFLSOLQHDQGYDULRXVLQVWLWXWLRQVWHQGWR
GLVHPSRZHU LQGLYLGXDOVDQGSV\FKRORJLVWV 7KHSRZHUOHVVQHVV , IHOWZKLOHZRUNLQJZLWK -DUHG
UDLVHGHYHQPRUHTXHVWLRQVDERXWWKHVRFLHWDOUROHRIWKHGLVFLSOLQH
, EHJDQ WR ZRQGHU DERXW WKH ZD\V LQ ZKLFK D SV\FKRORJLVW FRXOG ZRUN RXWVLGH RI WKH
FRQVXOWLQJ URRP LQ VSLWH RI WKHVH UHODWLRQVKLSV +RZZRXOG ZRUN SXUSRVHG WR H[SRVH DQG
FKDOOHQJHGLVFRXUVHILWZLWKWKHSURIHVVLRQDO&RXQVHOOLQJ3V\FKRORJLVWLGHQWLW\RIZKLFK,VHHN
WR EH FRQVLGHUHG ZRUWK\":KDW ZRXOG D FRPPLWPHQW WR FRPSDVVLRQ LQ SUDFWLFH DQG LWV
UHTXLUHPHQWVRIDFWLRQDQGGLVWUHVVWROHUDQFHDGGWRWKDWLGHQWLW\"7KLVSRUWIROLRLVWKHUHIRUHD
SURGXFW RIP\ RZQ UHIOHFWLYLW\ UHJDUGLQJ ZKR , FDQ EHFRPH SURIHVVLRQDOO\ LQ UHODWLRQ WR
RWKHUVERWKWKHSRZHUIXODQGSRZHUOHVV
:KLOHWKHTXHVWLRQVWKDWFXOPLQDWHLQWKLVSRUWIROLR·VHPSLULFDOUHVHDUFKEHJDQWRWDNHIRUPDW
WKHYHU\EHJLQQLQJRIP\WUDLQLQJWKHFOLHQWVWXG\LVPRUHUHSUHVHQWDWLYHRIP\ILQDO\HDURI
WUDLQLQJ,WZDVDGLVWLQFWLYH\HDUIRUDQXPEHURIUHDVRQV,ZDVDWUDLQHHLQD&$0+6VHWWLQJ
ZRUNLQJZLWKLQDWLJKWNQLWPXOWLGLVFLSOLQDU\WHDPIRUWKHILUVWWLPH,ZDVEHJLQQLQJLQWHJUDWLYH
SUDFWLFHDIWHUSUHYLRXV&%7DQG3V\FKRG\QDPLFSODFHPHQWVDQG ,ZDVZRUNLQJZLWK\RXQJ
SHRSOHIRUWKHILUVWWLPH4XHVWLRQVRILGHQWLW\WKXVFDPHWRWKHIRUHLQWKLVSODFHPHQWDVWKH\
KDGQRWGRQHLQRWKHUV7KHUHZDVDPXFKVWURQJHUVHQVHRIWKH2WKHU LQWKLVSODFHPHQWRI
UHODWLRQVKLSDQGRI VHOIGHILQLWLRQ ,ZDV WKHRQO\&RXQVHOOLQJ 3V\FKRORJ\ WUDLQHH WKLV VHUYLFH
KDGHYHUKDG ,ZDVDOVR WKHRQO\EODFN IHPDOH IRUHLJQXQSDLG WUDLQHHXQOLNH WKH&OLQLFDO
3V\FKRORJ\ 7UDLQHHV WKH VHUYLFH KDG KDG $OO RI WKHVH WKLQJV KLJKOLJKWHG WKH PXOWL
GLPHQVLRQDOLW\RIP\SHUVRQDODQGSURIHVVLRQDO LGHQWLW\DVZHOODV WKHFRQWH[W·VDELOLW\DQG
FKDOOHQJH WR DFFRPPRGDWH WKDWPXOWLGLPHQVLRQDOLW\ ,WZDVP\ VXSHUYLVRU RQHRI WKH WZR

  
PDOH VXSHUYLVRUV DQHZH[SHULHQFH LQ LWVHOI ,KDG LQ WKDWSODFHPHQWZKR MRNLQJO\SRLQWHG
RXW WKH SRZHUOHVVQHVV RIP\ SRVLWLRQ LQ WKH VHUYLFH 7KLVZDV WKH ILUVW WLPH WKDW WKH WKHPH
ZKLFKQRZ UXQV WKURXJK WKLVSRUWIROLRDSSHDUHG UHOHYDQW WRP\RZQ WUDLQLQJH[SHULHQFH ,W
VKHGOLJKWRQWKHSRVVLELOLW\WKDWWKHUHDUHZD\V LQZKLFK WKHSRZHUOHVVQHVVRIRQH·VSRVLWLRQ
FDQEHKLGGHQ <HW LW LV SRVVLEOH IRU QHZPHDQLQJ WRDULVHZKHQSRZHU ILQDOO\ EHFRPHVD
WRSLFRIFRQYHUVDWLRQ
7KRXJK DVSHFWV RI WKLV SODFHPHQW H[SHULHQFH FRXOG EH VXEMHFWLYHO\ DQG REMHFWLYHO\
GHVFULEHGZLWKWKHZRUG´SRZHUOHVVQHVVµ,DPFRPSHOOHGWRFRXQWHUWKDWE\DFNQRZOHGJLQJ
WKH FDSDFLWLHV , JDLQHG WKURXJK WKLV H[SHULHQFH WKRVH RI FUHDWLYLW\ DQG SUDJPDWLVP LQ
SUDFWLFH 7KLVSODFHPHQW UHSUHVHQWHGD VLJQLILFDQWDQGQHFHVVDU\RSSRUWXQLW\ IRUPH WR OHW
JRRIDEVROXWHVWKDW,KDGFOXQJWRIRUWKH´VDIHW\µWKH\HQVXUHG,QVWHDG,ZDVFKDOOHQJHGWR
QDYLJDWH WKH ´PLGGOH JURXQGµ EHWZHHQ PRGDOLWLHV ZKHUH WKHUH LV VR PXFK URRP IRU
XQFHUWDLQW\EXWDOVRGLVFRYHU\ , IRXQG WKDW WKHTXHVWLRQV , KDGDVNHG LQP\HDUOLHU WUDLQHH
H[SHULHQFHVVXFKDV´,VWKLVWKHULJKWZD\"µFKDQJHGDW&$0+6DQGVRXQGHGPRUHOLNH´,V
WKLV D PHDQLQJIXO ZD\ DQG PHDQLQJIXO WR ZKRP"µ 7KLV UHSUHVHQWV WKH SURJUHVVLRQ LQ P\
SUDFWLFH IURP REOLJLQJ P\VHOI WR WKH 7UXWK RI D PRGDOLW\ WRZDUG DFNQRZOHGJLQJ WKH
PXOWLSOLFLW\RIWUXWKVRUPRGDOLWLHV
,PSRUWDQWO\WKLVSURJUHVVLRQVRXQGVOLNHDSHUVRQDOPRYHPHQWWRZDUGSRVWPRGHUQLVWWKLQNLQJ
,W LV LPSRUWDQW EHFDXVH SRVWPRGHUQLVP FRXOG EH VDLG WR WLH WKH VHFWLRQV RI WKLV SRUWIROLR
WRJHWKHU7KHSRUWIROLRFRQVLVWVRIDQLQWHJUDWLYHSURIHVVLRQDOSLHFHZULWWHQIURPDSRVWPRGHUQ
SOXUDOLVWLFVWDQGSRLQWDVZHOODVHPSLULFDODFDGHPLFZULWLQJGUDZLQJRQ)RXFDXOGLDQFULWLTXH
,XVHSRVWPRGHUQLVWUHDVRQLQJWRDFFRXQWIRUWKHLQFRPSDWLELOLW\WKDWPD\H[LVWEHWZHHQWKH
&RPSDVVLRQ )RFXVHG 7KHUDS\ LQWHJUDWLYH PRGHO , XVHG ZLWK -DUHG DQG WKH VRFLDO
FRQVWUXFWLRQLVW HSLVWHPRORJ\ RI WKHHPSLULFDO UHVHDUFK³QRW WRPHQWLRQ WKHSV\FKRDQDO\WLF
H[WUDGLVFXUVLYH FRQVLGHUDWLRQV WKDW HPHUJH LQ WKH UHVHDUFK 6RFLDO FRQVWUXFWLRQLVP DQG
)RXFDXOW FULWLFLVH DVVXPSWLRQV RI VHOIKRRGV DQG RI KXPDQ LQWULQVLF PRWLYDWLRQV <HW DQ
LPSRUWDQWGLPHQVLRQRIP\ZRUNZLWK-DUHGZDVWKHHYROXWLRQDU\DVVXPSWLRQWKDWDVKXPDQ
EHLQJVZHDUHIXQGDPHQWDOO\GULYHQWRIXOILOSDUWLFXODUQHHGVDQGWRIHQGRIIYDULRXVWKUHDWV

  
LQFOXGLQJ VRFLDO WKUHDWV:HGR VR LQFRQIOLFWLQJZD\V WKDWDUH UHSUHVHQWDWLYHRI WKH ´WULFN\
EUDLQµ*LOEHUW WKDWHYROXWLRQKDV OHIWXVZLWK 6R LW LVQRWRXU IDXOW ,FRQWH[WXDOLVHWKH
VRFLHWDO UROHV RI VRFLDO HQWHUSULVHV DQG RI WKH SV\FKRORJLFDO GLVFLSOLQH XVLQJ ZLWK
SV\FKRDQDO\WLF LQVLJKWV RQ GHVLUH DQG V\VWHPLF DQ[LHW\ 0HDQZKLOH )RXFDXOW GHVFULEHV
SV\FKRDQDO\VLVDVGDQJHURXVDQGD´IRUPRISRZHUWKDWORFDWHVWKHWUXWKRIWKHLQGLYLGXDOLQ
KLV RU KHU VH[XDOLW\µ 0LOFKPDQ  ,Q IDFW )RXFDXOW DUJXHV WKDW SV\FKRDQDO\VLV LV D
FRQVHTXHQFHRIDSDUWLFXODUYDULHW\RISRZHUUHODWLRQVXOWLPDWHO\SDUWLFLSDWLQJLQD´VWUDWHJ\
RIFRQWUROLQWHJUDOWRWKHVSUHDGRIVRFLDOFRQWUROµ0LOFKPDQ
7KH GLVFRUG DPRQJ WKHVH WKHRUHWLFDO RQWRORJLFDO DQG HSLVWHPRORJLFDO SUHFHSWV LV
XQGHQLDEOHEXW ,KDYHVRXJKW WREULQJWKHPWRJHWKHU LQ WKLVSRUWIROLR IURPWKH SRVWPRGHUQ
SOXUDOLVWVWDQGSRLQWWKDW&RRSHUDQG0FOHRGKDYHPDGHUHOHYDQWWR&RXQVHOOLQJDQG
3V\FKRWKHUDS\ )URP WKLV VWDQGSRLQW , DFNQRZOHGJH WKH GLVFRUG , DOVR DVVXPH WKDW D
SRUWIROLR H[SORULQJ VRFLDO FRQVWUXFWLRQV RI KXPDQ EHLQJV DQG KXPDQ OLYLQJ FDQ
DFFRPPRGDWH ´GLVVHQVXVµ UDWKHU WKDQ FRQVHQVXV LQ WKH VDPH ZD\ WKDW WKH KXPDQ
FRQGLWLRQ LV VDLG WR GR &RRSHU DQG0&OHRG  , DFFRPPRGDWH WKH WHQVLRQ WKDW WKLV
SRUWIROLR·V LQWHJUDWLRQV FUHDWH LQ DPDQQHU RI RSHQLQJ XS WR WKH SRVVLELOLW\ WKDWPXOWLSOLFLW\
HQVXUHV , KRSH WKDW WKLV SRUWIROLR ZLOO LQVSLUH PRUH TXHVWLRQV DERXW KRZ WKH &RXQVHOOLQJ
3V\FKRORJ\GLVFLSOLQHFDQKDUQHVVWKDWSRVVLELOLW\WRJUHDWHUGHJUHHV
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  
6HFWLRQ&(PSOR\DELOLW\DVD7UHDWPHQW*RDO"$)RXFDXOGLDQ'LVFRXUVH$QDO\VLV
& $EVWUDFW
7KH UHVHDUFK DLPV WR XQGHUVWDQG LI WKH LQWHJUDWLRQ RI SV\FKRORJLFDO SUDFWLFH ZLWK VRFLDO
HQWUHSUHQHXUVKLS FDQ VXSSRUW LQGLYLGXDOV DW ULVN IRU VRFLDO H[FOXVLRQV HQKDQFH WKHLU
HPSOR\DELOLW\ZKLOHHQDEOLQJSV\FKRORJLFDOSURIHVVLRQDOVWRUHPDLQVHQVLWLYHWRVRFLDOMXVWLFH
7KLVDSSHDUVFKDOOHQJLQJWRGRLQVWDWHIXQGHGLQVWLWXWLRQDOVHWWLQJV7KHUHLVOLPLWHGHYLGHQFH
WRVXSSRUWDQGH[SORUHVXFKLQWHJUDWLRQ+RZHYHULWKDVEHHQQRWHGWKDWWKLUGVHFWRUVHWWLQJV
FDQ HIIHFWLYHO\ DFFRPPRGDWH VRFLDOO\ MXVW SUDFWLFH ,Q OLJKW RI WKH DERYH )RXFDXOGLDQ
'LVFRXUVH $QDO\VLV LV SUHOLPLQDULO\ DSSOLHG WR H[SORUH KRZ VRFLDO HQWHUSULVHV FRQVWUXFW
HPSOR\DELOLW\DQGWRH[DPLQHWKHLPSOLFDWLRQVIRUSUDFWLFH7KHUHVHDUFKVWXG\LVFRQFHUQHG
ZLWK VRFLDO MXVWLFHZLWK WKH FRQWH[WXDO IDFWRUV LQIOXHQFLQJ SV\FKRORJLFDO SUDFWLFHDQGZLWK
WKHLQWHJUDWLRQRISV\FKRORJLFDOSUDFWLFHVDQGVRFLDOHQWUHSUHQHXUVKLS7KHOHDGHUVRIWKHVH
VRFLDOHQWHUSULVHVDSSHDUHG WRGUDZRQGLVFRXUVHVRIQHROLEHUDOFLWL]HQVKLSDQGQHROLEHUDO
SDWHUQDOLVP7KH\FRQVWUXFWHGHPSOR\DELOLW\XVLQJSV\FKRORJLFDOFRQVWUXFWLRQVRIPRWLYDWLRQ
WRLQWHUQDOLVHHPSOR\DELOLW\DVDQDVVXPSWLRQDQGDUHVSRQVLELOLW\RIWKHLQGLYLGXDO+RZHYHU
WKH\ DOVR UHVLVWHG DVSHFWV RI WKHVH QHROLEHUDO FLWL]HQVKLS DQG SV\FKRORJLFDO GLVFRXUVHV WR
WKHQ LQWHJUDWH WKRVHGLVFRXUVHVZLWKHFRQRPLFDQGQHROLEHUDOSDWHUQDOLVWLFGLVFRXUVHV 7KLV
DSSHDUHG XVHIXO LQ PDQDJLQJ WKH DVSLUDWLRQDO DQG REOLJLQJ WHQVLRQV RI WKHLU QHROLEHUDO
VXEMHFW SRVLWLRQ 7KHSDUWLFLSDQWV· FRQVWUXFWLRQV ZHUH HIIHFWLYH LQ GHOLQHDWLQJ WKH FRQWH[WV
DQG SUDFWLWLRQHUVPRVW DSSURSULDWH IRU WKH LPSOHPHQWDWLRQ RI HPSOR\DELOLW\ HQKDQFHPHQW
LQWHUYHQWLRQV 7KLV DSSHDUHG WR FUHDWH SDUWLFXODU LPSOLFDWLRQV IRU WKH SUDFWLFH 7KHVH
LPSOLFDWLRQVLQWXUQFKDOOHQJHGWKHSRVVLELOLW\RILQWHJUDWLQJSV\FKRORJLFDOSUDFWLFHZLWKVRFLDO
HQWUHSUHQHXUVKLS 7KH ILQGLQJVRI WKHDQDO\VLVZHUHFRQWH[WXDOLVHGZLWK H[LVWLQJ OLWHUDWXUH WR
H[SORUH WKH LPSOLFDWLRQV IRU VRFLDO MXVWLFH LQ LQWHJUDWLQJ WKHVH SUDFWLFHV WR HQKDQFH FOLHQW
HPSOR\DELOLW\
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& /LWHUDWXUH5HYLHZ
& ,QWURGXFWLRQ
7KLVHPSLULFDO UHVHDUFKH[SORUHVFRQVWUXFWLRQVRIHPSOR\DELOLW\DVD WUHDWPHQWJRDOZLWKDQ
LQWHUHVW LQKRZ WKRVHFRQVWUXFWLRQVPHGLDWHRU LQKLELWSDUWLFXODUSUDFWLFHV ,QSDUWLFXODU WKH
UHVHDUFKLVFRQFHUQHGZLWKWKHLPSOLFDWLRQVRIHPSOR\DELOLW\FRQVWUXFWLRQVRQWKH LQWHJUDWLRQ
RISV\FKRORJLFDOSUDFWLFHLQWRVHWWLQJVWKDWDLPWRHQKDQFHWKHHPSOR\DELOLW\RILQGLYLGXDOVDW
ULVN IRU VRFLDO H[FOXVLRQ 7KH OLWHUDWXUH UHYLHZ ZLOO WKXV EHJLQ ZLWK DQ H[SORUDWLRQ RI
HPSOR\DELOLW\ GHILQLWLRQV WKDW KDYH HPHUJHG LQ UHVHDUFK IURP SV\FKRORJLFDO ILHOGV DQG
EH\RQG7KHOLWHUDWXUHUHYLHZZLOOWKHQWDNHDJHQHDORJLFDODSSURDFKWRGHFRQVWUXFWLQJWKH
KLVWRU\RIHPSOR\DELOLW\UHODWHGSUDFWLFHDQGGLVFRXUVH,QVRGRLQJWKHOLWHUDWXUHUHYLHZDLPV
WRGHPRQVWUDWHWKHLPSOLFDWLRQVWKDWYDULRXVFRQVWUXFWLRQVRIHPSOR\DELOLW\KDYHFUHDWHGIRU
WKHHPSOR\DEOHLQGLYLGXDOWKHLUXQGHUVWDQGLQJRIWKHPVHOYHVDQGWKHLUUHODWLRQVKLSVZLWKWKH
ODUJHUVRFLDOFRQWH[W
7KH OLWHUDWXUH UHYLHZ ZLOO WKHQ GHPRQVWUDWH KRZ FRQVWUXFWLRQV RI HPSOR\DELOLW\ SRSXODUO\
IHDWXUHDQGYDU\ LQ OLWHUDWXUHDQG LQSROLF\ IRU SDUWLFXODUHIIHFWV ,WZLOO VKRZKRZ OLWHUDWXUH
DQGODQJXDJHWUDQVODWHLQWRDFWLRQWRDIILUPODUJHUVRFLDODJHQGDVZKLFKDUHLQWXUQ UHOLDQW
RQDQGDIILUPLQJRIXQLTXHFRQVWUXFWLRQVRIHPSOR\DELOLW\ 7KHVHDJHQGDVZLOOEH VKRZQ WR
LPSOLFDWHQHROLEHUDO7KLUG:D\3ROLF\GLVFRXUVH+XPDQ&DSLWDOGLVFRXUVHDQG6RFLDO&DSLWDO
GLVFRXUVH 7KH OLWHUDWXUH UHYLHZ ZLOO KLJKOLJKW XQLTXHO\ UHOHYDQW SUDFWLFHV LQ OLWHUDWXUH DQG
SUDFWLFH WKDW UHIOHFW WKH DFWLRQ RI WKHVH GLVFRXUVHV 7KHVH LQFOXGH HGXFDWLRQ DQG OLIHORQJ
/HDUQLQJDQGYRFDWLRQDO5HKDELOLWDWLRQ
7KH OLWHUDWXUH UHYLHZ ZLOO FRQFOXGH ZLWK FRPPHQWV RQ WKH JDSV LQ OLWHUDWXUH DQG ZLWK D
IRUPXODWLRQRIWKHUHVHDUFKSUREOHPWKDW LVWREHDGGUHVVHGWKURXJKWKHIROORZLQJUHVHDUFK
VWXG\ ,Q VR GRLQJ WKH OLWHUDWXUH UHYLHZZLOO KLJKOLJKW WKH UHOHYDQFH RI VXFK D VWXG\ WR WKH
GLVFLSOLQHRI&RXQVHOOLQJ3V\FKRORJ\


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& 'HILQLQJ(PSOR\DELOLW\
0DQ\DXWKRUVKDYHRIIHUHGDGHILQLWLRQRIHPSOR\DELOLW\WKDWWUDQVFHQGV´WKHDELOLW\WRZRUNµ
)RUULHUHWDOLGHQWLI\WKDWWKHYDULHW\RIHPSOR\DELOLW\GHILQLWLRQVWHQGWRFRQVWUXFWLWDV
DIXQFWLRQRIPXOWLGLPHQVLRQDODQGYDU\LQJIDFWRUV$VVXFKWKHHPSOR\DELOLW\RIDQLQGLYLGXDO
PD\EHFRQVWUXFWHG LQ UHODWLRQ WR WKH LQWHUQDO ODERXUPDUNHWZLWKLQDQRUJDQLVDWLRQ WR WKH
LQGLYLGXDO·V LQWHUQDOHPSOR\DELOLW\ WR WKHH[WHUQDO ODERXUPDUNHW WR WKH LQGLYLGXDO·VH[WHUQDO
HPSOR\DELOLW\µ5RWKZHOODQG$UQROGRUWRYDU\LQJ LQWHUDFWLRQVRIDOOWKHDERYH7KHVH
GHILQLWLRQVFRPPRQO\SUHVHQWHPSOR\DELOLW\DVEXLOWXSRQDQXPEHURIDWWULEXWHVRULQGLFDWRUV
5RWKZHOODQG$UQROG<HW)RUULHUHWDO GHPRQVWUDWHWKDWQRFOHDUFRQFHSWXDO
PRGHO H[LVWV +RZHYHU WKH GLYHUVLW\ RI PXOWLGLPHQVLRQDO GHILQLWLRQV DJDLQ FRQILUPV WKH
FRPPRQFRQFHSWLRQWKDWHPSOR\DELOLW\LVQRWPHUHO\WKHDELOLW\WREHHPSOR\HG
5RWKZHOO DQG $UQROG  FRPSLOH WKH ILQGLQJV RIPXOWLSOH UHVHDUFKHUV LQFOXGLQJ QRWDEOH
HPSOR\DELOLW\ UHVHDUFKHUV +LOODJH DQG 3ROODUG  7KH\ GHPRQVWUDWH D YDULHW\ RI
HPSOR\DELOLW\ FRQVWUXFWLRQV WKDW KDYH HPHUJHG IURP UHVHDUFK ZLWKLQ DQG RXWVLGH RI
SV\FKRORJ\ 7KH\ LGHQWLI\FRQVWUXFWLRQV WKDWDUHXQGHUVWRRG WREH SUHUHTXLVLWHDWWULEXWHV RI
HPSOR\DELOLW\ 7KHVH DUH NQRZOHGJH DQG VNLOOV WKH FDSDFLW\ WR OHDUQ PDVWHU\ RI FDUHHU
PDQDJHPHQW DQG MRE VHDUFK SURIHVVLRQDO NQRZOHGJH UHVLOLHQFH DQG SHUVRQDO HIILFDF\
2WKHUV KDYH VKRZQ PRGHOV RI HPSOR\DELOLW\ WKDW HPSKDVL]H LQGLFDWRUV RI WKH LQGLYLGXDO·V
HPSOR\DELOLW\ VXFKDV LQGLYLGXDO FKDUDFWHULVWLFV WKDW HQDEOHDQ LQGLYLGXDO WR ILQGDQG NHHS
ZRUN )RUULHUDQG 6HOV  7KH\ VKRZ WKDWDWWLWXGHVZKLFK IRUH[DPSOHDOORZSHRSOH WR
VHHNDQGPDLQWDLQZRUNDUHLQFOXGHGLQWKLVFDWHJRU\RILQGLYLGXDOFKDUDFWHULVWLFV+LOODJHDQG
3ROODUG  SD\ SDUWLFXODU DWWHQWLRQ WR WKH TXDOLW\ RI WKH MRE DQG H[SORUH FRUUHODWLRQV
EHWZHHQ LQGLYLGXDO FKDUDFWHULVWLFV DQG WKH SRVVLELOLW\ RI JURZWK )RUULHU DQG 6HOV 
VXJJHVWLQJ DFRQVWUXFWLRQ RI HPSOR\DELOLW\ DV G\QDPLF DQG LQWHUDFWLYHZLWK HQYLURQPHQWDO
RSSRUWXQLWLHV IRU LWVH[SUHVVLRQ )RUULHUHWDO DOVR LGHQWLI\9DQ'DP·V  UHVHDUFK
ZKLFK LV FKDUDFWHUL]HG E\ D GLVWLQJXLVKLQJ LQWHUHVW LQ DQ LQGLYLGXDO·V RULHQWDWLRQ WRZDUG
HQKDQFLQJWKHLUFDSDFLW\WREHHPSOR\HG7KLVUHVHDUFKWKXVKLJKOLJKWVWKHPRWLYDWLQJEHOLHIV
DQGEHKDYLRXUVRIWKHLQGLYLGXDO

  
7KH VLJQLILFDQW DPRXQW RI UHVHDUFK GHVLJQHG WR FRQFHSWXDOLVH HPSOR\DELOLW\ WHQGV WR
HPSKDVLVH VRPHFRQVWUXFW RU DQRWKHU WKDW LV XQGHUVWRRGDV LQKHUHQW WR WKH LQGLYLGXDO 7KH
VSHFLILFDWLRQVRIDSRWHQWLDOMREUROHRURWKHUODERXUPDUNHWFRQVLGHUDWLRQVDSSHDUWREHOHVV
VLJQLILFDQWLQGHWHUPLQLQJRUGHILQLQJHPSOR\DELOLW\,QVWHDGWKHUHVHDUFKHPSKDVLVHVZD\VRI
EHLQJWKDWPDQLIHVWLQDQLQGLYLGXDO·VDWWULEXWHVDWWLWXGHRULHQWDWLRQWRZDUGHQKDQFHPHQWRU
WKHLULQWHUDFWLRQZLWKDZRUNLQJHQYLURQPHQW
,QGHHGWKHUHDUHPRUHQXDQFHGDQGSHUKDSVFULWLFDOGHILQLWLRQVRIHPSOR\DELOLW\WKDWDOOXGH
WR WKH ODQGVFDSH RI MREV RU WR WKH UROH RI WKH ODERXUPDUNHW·V XQSUHGLFWDELOLW\ LQ GHILQLQJ
RQH·V LQGLYLGXDO HPSOR\DELOLW\ ,Q IDFW WKH FKDOOHQJH LQ ILQGLQJ D FRQVLVWHQWFRKHUHQW
GHILQLWLRQRI HPSOR\DELOLW\PD\EHDWWULEXWHG WR WKLV XQSUHGLFWDELOLW\ 7KH&RQIHGHUDWLRQRI
%ULWLVK ,QGXVWU\ IRUH[DPSOHDFFRPPRGDWHV IRU WKH ODERXUPDUNHW·VXQSUHGLFWDELOLW\ZLWK LWV
GHILQLWLRQRIHPSOR\DELOLW\DV´TXDOLWLHVDQGFRPSHWHQFLHVWRUHVSRQGWRWKHFKDQJLQJQHHGV
RIHPSOR\HHVDQGFXVWRPHUVµ0F4XDLG+RZHYHUVXFKGHILQLWLRQVDJDLQKLJKOLJKWWKH
LQGLYLGXDO·VFDSDFLW\WRLQWHUDFWHIIHFWLYHO\ZLWKWKDWXQSUHGLFWDELOLW\
'HILQLWLRQV VXFKDV /HHV· ZKLFKDFNQRZOHGJH WKLV XQSUHGLFWDELOLW\ DGG \HWDQRWKHU
GLPHQVLRQ WR DOUHDG\PXOWLGLPHQVLRQDO DQG WKHUHIRUH DPELJXRXV GHILQLWLRQV VXFK DV .QLJKW
DQG <RUNH·V  $FFRUGLQJ WR /HHV LQ DGGLWLRQ WR HPSOR\DELOLW\ EHLQJ ´D V\QHUJLF
FRPELQDWLRQ RI SHUVRQDO TXDOLWLHV DQG VNLOOV RI YDULRXV NLQGV DQG VXEMHFW XQGHUVWDQGLQJµ
.QLJKWDQG<RUNHHPSOR\DELOLW\PXVWDOVRHQVXUHWKHLQGLYLGXDO·VDELOLW\WRH[SORLWWKH
PDUNHWDQGVHOO WKHLUDVVHWV /HHV 7KLV VXJJHVWV WKHSUREOHPDWLVDWLRQRIHPSOR\DELOLW\
FRQVWUXFWLRQV WKDWSRVLW WKHDOOLPSRUWDQFHRI VNLOOV NQRZOHGJHDQGFRPSHWHQFLHV <HW VNLOO
EDVHGFRQVWUXFWLRQVDUHKLJKO\SURPRWHG WRHQKDQFHJUDGXDWHHPSOR\DELOLW\ IRUH[DPSOH
'HDULQJ 5HSRUW 1&,+(  LQ &UDQPHU  /HHV  KLJKOLJKWV WKDW WKH ODERXU
PDUNHW·V XQSUHGLFWDELOLW\ LV RQO\ DFNQRZOHGJHG WR LQVLVW XSRQ LQGLYLGXDO·V LQFUHDVHG
UHVSRQVLELOLW\WRDGDSWDQGH[SORLWRSSRUWXQLWLHV



  
& 6HWWLQJWKH6WDJH6RFLR3ROLWLFDOO\
7KHUH LV FRQWLQXHG GHEDWH ZLWKLQ WKH OLWHUDWXUH DV WR ZKHWKHU LQGLYLGXDO GLIIHUHQFHV RU
FRQWH[WXDOVRFLRSROLWLFDO IRUFHV XOWLPDWHO\ GHWHUPLQH HPSOR\DELOLW\ +RZHYHU 0F4XDLG
 VKRZV WKDW HPSOR\DELOLW\ DV LW LV QRZ XQGHUVWRRG LQ QHROLEHUDO :HVWHUQ FDSLWDOLVW
VRFLHWLHV LV QRW PHUHO\ D VXEMHFW RI WKHRUHWLFDO GHEDWH EXW D NH\VWRQH RI ODERXU PDUNHW
SROLFLHV 7KDW LQ LWVHOIPD\EHD UHIOHFWLRQRI WKHQHROLEHUDO VRFLHW\ /DUQHU GHVFULEHV
QHROLEHUDOLVPDV´ERWKDSROLWLFDOGLVFRXUVHDERXWWKHQDWXUHRIUXOHDQGDVHWRISUDFWLFHV
WKDWIDFLOLWDWHWKHJRYHUQLQJRILQGLYLGXDOVIURPDGLVWDQFHµS6KHVKRZVWKDWQHR
OLEHUDOLVP LV PRVW HIIHFWLYHO\ XQGHUVWRRG WKURXJK )RXFDXOGLDQ FULWLTXH ´$V D IRUP RI
>)RXFDXOW
V@ JRYHUQPHQWDOLW\ QHROLEHUDOLVP RSHUDWHV WKURXJK LWV FUHDWLRQ RI DXWRQRPRXV
LQGLYLGXDOLVHG VHOIGLUHFWLQJ GHFLVLRQPDNLQJ LGHQWLWLHVZLWKLQ VXEMHFWV LQGLYLGXDOVZKRDUH
PRWLYDWHGWRH[LVWLQVHOILQWHUHVWHGZD\VWKDWXOWLPDWHO\VHUYHWKHODUJHUQHROLEHUDOSUDFWLFH
%RQGLSµ1HROLEHUDOLVP LVUHODWHGWR´SRVWZHOIDUHVWDWHFLWL]HQVKLSUHJLPHVµE\
-HQVRQDQGGHSHQGHQWRQWKHIUHHODERXUPDUNHW/DUQHUS
7KH FRQFHSWLRQ RI WKH 8. ZHOIDUH VWDWH LV SDUWLDOO\ FUHGLWHG WR WKH HFRQRPLVW :LOOLDP
%HYHULGJHZKRLQSXWIRUZDUGDV\QWKHVLVHGSODQRIVRFLDOLQVXUDQFHIRUSRVWZDUVRFLDO
UHFRQVWUXFWLRQ%URZQVXPPDULVHV·%HYHULGJH·VYLVLRQZULWLQJ´HYHU\%ULWLVKFLWL]HQZDV
WREHFRYHUHGUHJDUGOHVVRI LQFRPHRUODFNRI LW7KRVHZKRODFNHGMREVDQGKRPHVZRXOG
EHKHOSHG7KRVHZKRZHUHVLFNZRXOGEHFXUHGµ %URZQ(LNHPRHWDO ZKR
H[SORUHGLIIHUHQW NLQGVRIZHOIDUH UHJLPHVDQG WKHLU UHODWLRQVKLSZLWK LQFRPH UHODWHGKHDOWK
LQHTXDOLWLHV GHVFULEH WKDW WKLV YLVLRQ HYROYHG RYHU KDOI D FHQWXU\ WR WDNH WKH IRUP RI QHR
OLEHUDO$QJOR6D[RQZHOIDUHVWDWH(LNHPRHWDODOVRGHVFULEHWKHSRVWZHOIDUHUHJLPH
LQWKHIROORZLQJZD\V
 ´%DVLFDQGPLQLPDOOHYHOVRISURYLVLRQµ
 ´6WULFWHQWLWOHPHQWFULWHULDµ
 ´5HFLSLHQWVDUHXVXDOO\PHDQVWHVWHGDQGVWLJPDWL]HGµ
 ´'RPLQDQFH RI WKH PDUNHW LV HQFRXUDJHG ERWK SDVVLYHO\ E\ JXDUDQWHHLQJ RQO\ D
PLQLPXPDQGDFWLYHO\E\VXEVLGL]LQJSULYDWHZHOIDUHVFKHPHVµ

  
/DUQHUKLJKOLJKWVLQJHQHDORJLFDOIDVKLRQWKDWWKHVWULQJHQF\WKDWQRZGHILQHVWKHSRVW
ZHOIDUH VWDWH UHIOHFWV WKH PRUH UHFHQW VRFLDO FRQVWUXFWLRQ WKDW ZHOIDUH VWDWH PHFKDQLVPV
SURGXFH ´LPPRUDO GHSHQGHQFHµ LQ WKH IRUPV RI VXEVWDQFH DEXVH LOOLWHUDF\ FULPLQDO
EHKDYLRXUDQGVRFLDOH[FOXVLRQ/DUQHUGHPRQVWUDWHVWKDWWKHUHLVWKHUHIRUHLQFUHDVLQJ
GHQRXQFHPHQWRIZHOIDUHGHSHQGHQF\SDUWLFXODUO\ WKURXJK WKHDFWLRQRI QHROLEHUDOSRVW
ZHOIDUH GLVFRXUVHV RI VRFLDO UHVSRQVLELOLW\ 7KHVH GLVFRXUVHV LQVLVW WKDW HDFK LQGLYLGXDO
HPEUDFHVDQGDFKLHYHVDFWLYHFLWL]HQVKLSWRHQVXUH VRFLDOJRYHUQDQFH WKDW LVHYHQ IXUWKHU
OLEHUDWHGIURPJRYHUQPHQWDOLQWHUYHQWLRQ
/DUQHUGHPRQVWUDWHVWKLVIRUPFLWL]HQVKLSUHOLHVRQHDFKLQGLYLGXDO·VHPSOR\PHQWDQGLQ
UHWXUQSURPLVHV WKHEHQHILWVRI VRFLDO LQFOXVLRQZKLFK LV LQ WXUQSURPRWHGDVDQDFKLHYDEOH
DVSLUDWLRQ IRU DOO %UDFNHQ DQG 7KRPDV  VLPLODUO\ KLJKOLJKW WKHVH YDOXHEDVHG
DVVXPSWLRQV RI FLWL]HQVKLS LQ WKHLU GHVFULSWLRQRI DFWLYHFLWL]HQVKLSDV  ´WKH ULJKWVZHHQMR\
VXFK DV WKH ULJKW WR ZRUN WR EH KRXVHG WR SDUWLFLSDWH LQ GHPRFUDF\ WKH ULJKW WR EH
DXWRQRPRXV VHOIGHWHUPLQLQJ EHLQJVµ S  :LWKLQ WKH JRYHUQPHQWDOLW\ IUDPHZRUN
KRZHYHUDFWLYHFLWL]HQVKLS LVD´PHDQVRIUHPRWHJRYHUQPHQWZKHUHWKHVWDWHLQFUHDVLQJO\
UHOLHV RQ LQGLYLGXDO FDSDFLW\ DQG VXEMHFWLYLW\ LQVWHDG RI GLUHFWO\ HQJDJLQJ WKURXJK LWV
DSSDUDWXVHV ,W LVHQYLVDJHGWRGHFHQWUDOL]H LWVSRZHU WRWKH ORZHUHFKHORQVRI WKHVRFLHW\µ
%DEX  &LWL]HQVKLS LV WKXV SUHVHQWHG DV SUREOHPDWLF EHFDXVH DVVXPSWLRQV RI VHOI
JRYHUQDQFH UHGHILQH WKH ULJKWV DV GXWLHV ZKLFK XOWLPDWHO\ ´PDUJLQDOLVH ¶UHVLVWDQFH DQG
QHJRWLDWLRQ·IURPWKHVRFLHW\´%DEXS  ,W LVDUJXHGKHUHWKDWHPSOR\PHQW LVRQH
VXFK ULJKW WKDW LV UHGHILQHG DV WKH LQGLYLGXDO·V GXW\ DQG UHIOHFWV WKH LQGLYLGXDO·V VRFLDO
UHVSRQVLELOLW\WREHHPSOR\DEOH
(PSOR\DELOLW\·V FRQVWUXFWLRQ LQ WKH OLWHUDWXUH DV DQ LQGLYLGXDO UHVSRQVLELOLW\ LQ VSLWH RI
FRQWH[WXDO IDFWRUV DQG LWV DIILUPDWLRQ RI SRVWZHOIDUH VRFLDO DJHQGDV MXVWLILHV WKH
FRQVLGHUDWLRQ RI )RXFDXOGLDQ WKHRU\ ,PSRUWDQWO\ )RXFDXOW QRWHG SDUWLFXODU UHODWLRQVKLSV
EHWZHHQNQRZOHGJHDQGSRZHUUHODWLRQVWKDWGHWHUPLQHSUDFWLFH$VVXFKWKHOLWHUDWXUHZLOO
QRZ WDNH WKLV )RXFDXOGLDQJHQHDORJLFDO SHUVSHFWLYH WR FRQVLGHU WUHQGV LQ HPSOR\DELOLW\
SUDFWLFHVWKDWKDYHEHHQHVWDEOLVKHGWKURXJKODQJXDJHIRUSDUWLFXODUHIIHFWV

  
& *HQHDORJ\RI(PSOR\DELOLW\DV$3ROLWLFLVHG7RRO
:KDWIROORZVKHUHLVDJHQHDORJLFDOLOOXVWUDWLRQRI´HPSOR\DELOLW\·VµXVHLQSROLF\ODQJXDJHWR
GHPRQVWUDWH WKH DFWLRQ RI SROLF\ GLVFRXUVHV RI HPSOR\DELOLW\ )RXFDXOW·V FRQFHSWLRQ RI D
JHQHDORJ\LVHIIHFWLYHLQGHPRQVWUDWLQJDV%DVWDOLFKGHVFULEHVWKH´KLVWRU\RISUDFWLFH
DQGGLVFXUVLYHUHODWLRQVµWRXOWLPDWHO\VKRZKRZSDUWLFXODUZD\VRIEHLQJKDYHEHHQFUHDWHG
DQGGHOLQHDWHGIRUWKHLQGLYLGXDO LQVRFLRKLVWRULFDOO\VLWXDWHG\HWUHLILHGZD\V+RZHYHUWKH
OLWHUDWXUHUHYLHZZLOOODUJHO\GRVRE\UHIHUULQJWRWKHWUHQGVLQHPSOR\DELOLW\SROLF\WKDW*D]LHU
EGHVFULEHV
'HVSLWHWKHDPELJXLW\ LQ WKHRUHWLFDO OLWHUDWXUHHPSOR\DELOLW\FRQVWUXFWV LQSROLF\SXEOLFDWLRQ
KDYHWHQGHGWRKROGVSHFLILFSROLWLFLVHGPHDQLQJVZLWKSDUWLFXODULPSOLFDWLRQVIRULQVWLWXWLRQDO
SUDFWLFH +RZHYHU DV *D]LHU E GHPRQVWUDWHV WKHVH SROLWLFLVHG PHDQLQJV DQG
LPSOLFDWLRQV KDYH FKDQJHG DV WKH VRFLRSROLWLFDO SDUDGLJPV WKDW KDYH FKDUDFWHULVHG WKH
WZHQWLHWKFHQWXU\KDYHDOVRHYROYHG 0F4XDLG 7KLV LVQRW WR VD\ WKDW WKHXVHRI WKH
WHUP´HPSOR\DELOLW\µDVDSROLWLFLVHGWRROLVUHFHQW+RZHYHULWVXVHZLWKLQWKHODVWFHQWXU\KDV
KDGSDUWLFXODUVLJQLILFDQFHLQSROLF\GXULQJWKLVWLPHWRHIIHFWWKHFXUUHQWVRFLDO UHDOLW\DV LW
UHODWHVWRZRUNDQGWKHZHOIDUHVWDWH
& ´'LFKRWRPLFµHPSOR\DELOLW\
*D]LHU E DQG WKH PDQ\ DXWKRUV WKDW TXRWH KLP RIIHU D KLVWRULFDO RYHUYLHZ RI WKH
SROLWLFDO DQG HFRQRPLF SXUSRVHV WKDW SXEOLFDWLRQV UHJDUGLQJ HPSOR\DELOLW\ KDYH VHUYHG
0F4XDLG  VKRZV WKDW WKH ILUVW QRWDEOHZDYH RI HPSOR\DELOLW\·V HPHUJHQFH LQ SROLF\
SXEOLFDWLRQZDVDIWHU:RUOG:DUZKHQ VRFLDO UHVWUXFWXULQJZDVQHFHVVDU\DQGXQGHUZD\
%URZQ  7KLV GLFKRWRPLFFRQVWUXFWLRQRI HPSOR\DELOLW\ GLIIHUHQWLDWHG WKRVHZKRZHUH
SK\VLFDOO\VRFLDOO\FDSDEOHRIHPSOR\PHQWIURPWKRVHZKRVHLQFDSDFLW\QHFHVVLWDWHGUHOLHI
0F4XDLGQRWHVWKDWLWZDVDQHPHUJHQF\GLVWLQFWLRQDVRSSRVHGWRDODERXUPDUNHW
WRROWKDWFRQVLGHUHGH[WHUQDOIDFWRUVVXFKDVDJHSK\VLFDODELOLW\DQGIDPLO\EXUGHQV


  
& ´6RFLRPHGLFDOµ´0DQ3RZHUµDQG´)ORZµ(PSOR\DELOLW\
,QWKHVWKHQRWLRQRIHPSOR\DELOLW\WKHQPRUSKHGLQWRDFRQFHSWWKDWZDVOHVVELQDU\EXW
KLJKOLJKWHGWKH´GLVWDQFHEHWZHHQDQLQGLYLGXDO
VVRFLDOSK\VLFDOPHQWDOGLVDGYDQWDJHDQG
WKH UHTXLUHPHQWV IRUHPSOR\PHQWµ 0F4XDLG ,Q WKLV VHQVHHPSOR\DELOLW\ MXVWLILHG WKH
PHDVXUHPHQWRI LQFDSDFLW\7KXVEHJDQZKDW*D]LHU EUHIHUVWRDVWKHVHFRQGZDYH
RI HPSOR\DELOLW\
V HPHUJHQFHZKLFK KHFKDUDFWHUL]HVDV ´VRFLRPHGLFDOµDQG ODWHU ´PDQ
SRZHUµFRQVWUXFWLRQVRIHPSOR\DELOLW\,QWKHVHIRUPVHPSOR\DELOLW\ZDVRIVLJQLILFDQWLQWHUHVW
WRVWDWLVWLFLDQVVRFLDOZRUNHUVDQGODERXUPDUNHWSROLF\PDNHUV0F4XDLG:LOWRQ
7KHPHDVXUDELOLW\ LQKHUHQWLQWKLVFRQVWUXFWLRQRIHPSOR\DELOLW\ LQWURGXFHGVFUXWLQ\ LQUHODWLRQ
WR WKH XQHPSOR\HG LQGLYLGXDO·V ZD\ RI EHLQJ 7KLV FRQVWUXFWLRQ HQVXUHG SURFHVVHV RI
DVVHVVPHQW DQG FDWHJRUL]DWLRQ ZKLFK DFFRUGLQJ WR )RXFDXOW PDNH WKH LQGLYLGXDO
VXVFHSWLEOH WR LQWULFDWH PHFKDQLVPV RI JRYHUQPHQW %DVWDOLFK  7KH NQRZOHGJH
REWDLQHG HPSRZHUV WKRVH ZKR REWDLQ LW WR LPSRVH GLVFLSOLQLQJ SRZHU RQ WKH LQGLYLGXDO
%DVWDOLFK  +RZHYHU WKLVZDV MXVWLILHG LQSROLF\DVDPHDQV RI LQIRUPLQJJRYHUQPHQW
LQWHUYHQWLRQV WKDW FRXOG UHKDELOLWDWH PRUH RI WKH SRSXODWLRQ DQG PD[LPLVH HFRQRPLF
SURGXFWLYLW\ :LOWRQ  7KLV WRRN URRW DW D WLPH ZKHQ WKH H[WHQW RI QDWLRQDO
XQHPSOR\PHQW ZKLFK KDG EHHQ KLGGHQ LQ WKH QXPEHU RI WKRVH UHFHLYLQJ UHOLHI EHFDPH
LQFUHDVLQJO\DSSDUHQWDQGUHSUHVHQWHGXQWDSSHGHFRQRPLFUHVRXUFHV+RXVWRQHWDO
(YLGHQW KHUH LV WKH PRGHUQLVW QRWLRQ WKDW UDWLRQDOLW\ LQ WKLV FDVH FDWHJRULVDWLRQ DQG
PHDVXUHPHQWFRXOGRIIHUIHDVLEOHVROXWLRQVWRVRFLDOSUREOHPV7KRPDVDQG%UDFNHQ
7KHZLGHVSUHDGUHOLDQFHRQ LQFDSDFLW\EHQHILWVZDVQR ORQJHUDFFHSWHGDVWKHVWDWXVTXR
EXWEHFDPHD WDUJHW IRU UHKDELOLWDWLYHPHDVXUHVRQ WKHJRYHUQPHQW·VSDUW +RXVWRQHWDO

*D]LHUEKLJKOLJKWVWKDW´IORZHPSOR\DELOLW\µLQ)UHQFKVRFLRORJ\OLWHUDWXUHDOVRHPHUJHG
GXULQJWKLVZDYHEXWLWXQLTXHO\FRQVLGHUHGWKHUROHRIWKHODERXUPDUNHW·V´DEVRUSWLRQUDWHµ
:LOWRQ  LQ GHWHUPLQLQJDQ LQGLYLGXDO·V HPSOR\DELOLW\ 7KLV FRQVWUXFWLRQDFNQRZOHGJHG
WKDW WKHUH DUH GLIIHUHQW VSHHGV DW ZKLFK PHPEHUV RI GLIIHUHQW VRFLDO JURXSV IORZ LQWR
HPSOR\PHQWWKXVIDFWRULQJVRFLDOGHPRJUDSKLFVDQGKXPDQJHRJUDSK\LQWRFRQFHSWLRQVRI

  
HPSOR\DELOLW\ 0F4XDLG  ,W DOVR DOORZHG D GLVWLQFWLRQ EHWZHHQ RQH
V UHODWLYH
HPSOR\DELOLW\DQGWKHPHDQHPSOR\DELOLW\RIDSDUWLFXODUVRFLDOJURXSWKXVKLJKOLJKWLQJWKH
GHPDQGVLGHRIWKHODERXUPDUNHWDQGDQLQGLYLGXDO·VSODFHZLWKLQLW:LOWRQ+RZHYHU
VXFKFRQVLGHUDWLRQVZHUHUDGLFDOZLWKWKHLUVFUXWLQ\RIPDFURHFRQRPLFVWUXFWXUHVUDWKHUWKDQ
LQGLYLGXDOFDSDFLWLHV
& ´/DERXU0DUNHW3HUIRUPDQFH%DVHGµ´,QLWLDWLYHµDQG´,QWHUDFWLYHµ(PSOR\DELOLW\
7KHUHLVFXUUHQWO\DWKLUGZDYHRIHPSOR\DELOLW\·VFRQVWUXFWLRQVZKLFKDFFRUGLQJWR0F4XDLG
 RULJLQDWHG LQ WKH V DQG GHYHORSHG IXUWKHU LQ WKH V +H LGHQWLILHV WKHVH DV
RXWFRPH EDVHG ´ODERXU PDUNHW SHUIRUPDQFHEDVHG HPSOR\DELOLW\µ HPSKDVLVLQJ WKH
JRYHUQPHQW·V DFWLYDWLRQ HIIRUWV ´LQLWLDWLYH HPSOR\DELOLW\µ HPSKDVL]LQJ LQGLYLGXDO
UHVSRQVLELOLW\ DQG ´LQWHUDFWLYH HPSOR\DELOLW\µ HPSKDVLVLQJ WKH LQGLYLGXDO·V DGDSWDELOLW\ WR
WKH ODERXU PDUNHW :LOWRQ  7KH VFUXWLQ\ WKDW HPHUJHG ZLWK WKH VRFLRPHGLFDO
FRQVWUXFWLRQV FDPH ZLWK D SRWHQWLDO DQG H[SHFWDWLRQ RI WKH JRYHUQPHQW WR UHKDELOLWDWH
LQDFWLYH PHPEHUV RI WKH ODERXU IRUFH ,W DOVR EURXJKW DERXW D FRQFHSWXDOLVDWLRQ RI
HPSOR\DELOLW\WKDWZDVWLHGWRSROLFLHVUHJDUGLQJODERXUPDUNHW LQWHUYHQWLRQWKXVIDFLOLWDWLQJ
WKHFRQVWUXFWLRQRI´ODERXUPDUNHWSHUIRUPDQFHEDVHGHPSOR\DELOLW\µ 7KLVRXWFRPHVIRFXV
LQVLVWHGXSRQZLGHUHDFKLQJJRYHUQPHQWDOHIIRUWVWR LQFUHDVHWKHSURGXFWLYLW\RIWKRVHZKR
ZHUH QRW HIIHFWLYHO\ DWWDFKHG WR WKH ODERXUPDUNHW ,W MXVWLILHG JUHDWHU FDWHJRULVDWLRQ DQG
HPSOR\DELOLW\DVVHVVPHQWVDVDPHDQVRIPHDVXULQJWKHHIIHFWLYHQHVVRIWKRVHSURJUDPPHV
:LOWRQ
+RZHYHULQWKHODWHV´LQLWLDWLYHHPSOR\DELOLW\µHPHUJHGDQGUHSUHVHQWHGDXQLTXHVKLIW
LQWKHXVHRIWKHWHUP´HPSOR\DELOLW\µ,WVXVHZDVQRORQJHUOLPLWHGWRKLJKOLJKWLQJFRQFHUQVRI
OLPLWHGSURGXFWLYLW\DPRQJXQGHUSULYLOHJHGDQGGLVDGYDQWDJHGSRSXODWLRQVRUWRMXVWLI\WKH
VFUXWLQ\ WKDW WKH XQHPSOR\HG LQGLYLGXDO XQGHUZHQW IRU WKH SXUSRVHV RI UHKDELOLWDWLRQ
0F4XDLG  5DWKHU WKDQ SULRULWLVLQJ WKH HQWU\ RI LQDFWLYHGLVDEOHG LQGLYLGXDOV LQWR WKH
ODERXU PDUNHW WKH XVH RI HPSOR\DELOLW\ LQ SROLF\ SXEOLFDWLRQV DQG LQ KXPDQ UHVRXUFH
OLWHUDWXUHEHJDQWRUHTXLUHWKHHFRQRPLFDFWLYDWLRQRIWKHZKROHSRSXODWLRQ7KLVFRLQFLGHG
ZLWK D VKLIW LQ WKH JRYHUQPHQW·V SURPLVH RI IXOO HPSOR\PHQW WR D SURPLVH RI HPSOR\DELOLW\

  
0F4XDLG  /LVWHU  LH D SURPLVH WR HTXLS WKH LQFUHDVLQJO\ OLEHUDO LQGLYLGXDOZLWK
UHVRXUFHVWKDWWKH\FRXOGWKHQDSSO\DQGPD[LPLVHWRDFKLHYHHPSOR\PHQWWKHPVHOYHV
7KLVVKLIWZDVUHIOHFWHGLQWKHKXPDQUHVRXUFHVGHYHORSPHQWOLWHUDWXUHZKHUHLQWKHQRWLRQRI
FDUHHUGHYHORSPHQWRUWKHSURWHDQFDUHHUHPHUJHGDQGHVWDEOLVKHGWKHLPSRUWDQFHRIWKH
LQGLYLGXDOFRQWLQXDOO\DQGSURDFWLYHO\VHHNLQJGLYHUVHFDUHHURSSRUWXQLWLHV)XJDWH,Q
SUDFWLFH UHVSRQVLELOLW\ RI WKH RUJDQLVDWLRQ WR HQVXUH OLIHWLPH HPSOR\PHQW RU MRE VHFXULW\
VKLIWHGWRWKHLQGLYLGXDOZLWKWKLVFRQVWUXFWLRQRIFDUHHU:LOWRQVKRZVWKDWLQVWHDGMRE
VHFXULW\ KDG WR EH VDIHJXDUGHG GLIIHUHQWO\ LH E\ PHDQV RI WKH LQGLYLGXDO·V RZQ VHOI
PRWLYDWLRQDQGSHUVRQDOUHVSRQVLELOLW\
*D]LHU EVKRZVWKDW LQWKHVWKLVFRQFHSWXDOLVDWLRQRIHPSOR\DELOLW\H[SDQGHGWR
UHIOHFWWKHXQSUHGLFWDEOHQDWXUHRIWKHODERXUPDUNHWDVZHOODVWKHLQVWLWXWLRQVDQGUXOHVWKDW
JRYHUQ LW ,W FRQVLGHUHGHPSOR\HUV· DQG ODERXUPDUNHW GHPDQGV$V VXFK*D]LHU·V E
GHVFULEHGWKLVODWHVWFRQVWUXFWLRQRIHPSOR\DELOLW\DV´LQWHUDFWLYHµLQWKDWLWDFNQRZOHGJHVD
G\QDPLF UHODWLRQVKLS EHWZHHQ LQGLYLGXDO FKDUDFWHULVWLFV DQG WKH VWUXFWXUH RI WKH ODERXU
PDUNHW LQ LPSDFWLQJRQH·VXOWLPDWHHPSOR\DELOLW\ 0F4XDLG+RZHYHU LQVSLWHRI WKLV
DFNQRZOHGJHPHQW WKH UHVSRQVLELOLW\ VWLOO UHVWV ZLWK WKH LQGLYLGXDO QRW RQO\ WR JDLQ WKH
DSSURSULDWHVNLOOVRUWRGHYHORSUHOHYDQWKXPDQFDSLWDOEXWWRDGDSWDQGPDUNHWWKDWFDSLWDO
DFFRUGLQJ WR WKH ODERXUPDUNHW·V VWUXFWXUHV /HHV  $FFRUGLQJ WR WKH2(&' KXPDQ
FDSLWDO LVGHILQHGDV´WKHNQRZOHGJHVNLOOVFRPSHWHQFLHVDQGRWKHUDWWULEXWHVHPERGLHGLQ
LQGLYLGXDOV RU JURXSV RI LQGLYLGXDOV DFTXLUHG GXULQJ WKHLU OLIH DQG XVHG WR SURGXFH JRRGV
VHUYLFHVRULGHDVLQWKHPDUNHWFLUFXPVWDQFHV«,WHQFDSVXODWHVLQGLYLGXDODWWULEXWHVZKLFKDUH
RIXVHDWWKH ODERXUPDUNHWµ:HVWSKDOHQS :LWKWKHFRQVWUXFWLRQRI´LQWHUDFWLYH
HPSOR\DELOLW\µ WKH JRYHUQPHQW WDNHV RQ WKH UHVSRQVLELOLW\ WR IDFLOLWDWH RU LQFHQWLYLVH WKH
DGDSWDWLRQ RI WKRVH ZKR KDYH QRW HVWDEOLVKHG KXPDQ FDSLWDO EHFDXVH RI SUHYLRXV
GLVDGYDQWDJH 0F4XDLG  WKURXJK HPSOR\DELOLW\ HQKDQFHPHQW SURJUDPPHV IRU
H[DPSOH
,QVXPPDU\HPSOR\DELOLW\·VXVHLQWKHHDUO\WKFHQWXU\EHJDQDVDYDOXHIUHHWHUPIROORZLQJ
WKH SUDJPDWLF VRFLDO UHVWUXFWXULQJ RI VRFLHW\ DQG ZHOIDUH SURYLVLRQ DIWHU :RUOG :DU ,,

  
+RZHYHU LW ODWHUEHFDPHWKHEDVLVIRUVFUXWLQ\DQGFDWHJRULVDWLRQRIWKRVHZKRVHDELOLW\WR
ZRUNZDVFRPSOLFDWHGE\ LQGLYLGXDOGLVDELOLW\0HDVXUHPHQWVRIHPSOR\DELOLW\JDYHZD\WR
WKH SROLWLFLVDWLRQ RI RQH·V DELOLW\ WR ZRUN LQWURGXFLQJ SROLF\ UHJDUGLQJ VWDWH LQWHUYHQWLRQ
GHVLJQHG WR HQKDQFH HPSOR\DELOLW\ 7KLV WKHQ KLJKOLJKWHG LQGLYLGXDO UHVSRQVLELOLW\ IRU
HQJDJHPHQWDQG LQWXUQVXJJHVWHGWKH LUUHVSRQVLELOLW\RI WKRVHZKRZHUHXQHPSOR\HGDQG
GLGQRWVKRZWKHHIIRUWRUZLOOLQJQHVVWRDGDSWRUHQJDJHZLWKWKHODERXUPDUNHWSROLFLHVWKDW
ZHUHGHVLJQHGWRPD[LPLVHWKHLUSURGXFWLYLW\'R\OH0F4XDLG&XUUHQWO\WKHUHLV
DVLJQLILFDQWUHTXLUHPHQWRIDOOLQGLYLGXDOVE\YLUWXHRIWKHLUULJKWVWRDFWLYHFLWL]HQVKLSWRWDNH
UHVSRQVLELOLW\ IRU WKHLU HPSOR\DELOLW\ LQ VSLWH RI WKH FKDQJHV DQG QXDQFHG FKDOOHQJHV WKDW
FKDUDFWHULVHWKHODERXUPDUNHW/HHV
<HW*D]LHUEDUJXHVWKDWWKHPRUHFXUUHQWDQGDSSURSULDWH´LQWHUDFWLYHHPSOR\DELOLW\µ
LV SURRI WKDW WKH RQHVLGHGVXSSO\VLGH ODERXU PDUNHW GHPDQGV KDYH EHHQ H[SRVHG DQG
DGDSWHG +RZHYHU DFFRUGLQJ WR :LOWRQ  ODERXU PDUNHW SHUIRUPDQFH GLVFRXUVH
FRQWLQXHV WRGHILQHFRQVWUXFWLRQVRI HPSOR\DELOLW\ DQGPDQLIHVW LQ JRYHUQPHQWDO SUDFWLFHV
VXFKDVWKRVHRIWKH-RE&HQWUH3HUKDSVWKHVHVKLIWLQJSROLF\FRQVWUXFWLRQVRIHPSOR\DELOLW\
RYHUODS WR YDOLGDWH HPSOR\DELOLW\ LQWHUYHQWLRQV WKDW DVVXPH WKH LQGLYLGXDO·V LQWHUDFWLYH
DGDSWDELOLW\ EXW DOVR MXVWLI\ VWDWH·V LQWHUYHQWLRQ +RZHYHU LW DSSHDUV WKDW WKH SRVWZHOIDUH
VWDWH·VLQWHUYHQWLRQLVQRORQJHULQWKHJXLVHRIVRFLDOLQVXUDQFHRUPHDVXUHGE\WKHH[WHQWWR
ZKLFK WKHLU LQWHUYHQWLRQV UHVXOW LQ SHUIRUPDQFH LH HPSOR\PHQW RXWFRPHV ,WV UHVSRQVLELOLW\
UHJDUGLQJSHUIRUPDQFHDSSHDUVWREHHQVXULQJWKHLQGLYLGXDO·VDELOLW\WRSHUIRUPUDWKHUWKDQ
IDFLOLWDWLQJ WKHLUSHUIRUPDQFH 7KURXJK WKLV UHGHILQLWLRQHPSOR\PHQWRXWFRPHVPD\ UHPDLQ
XQVDWLVIDFWRU\HYHQZKLOHWKHVWDWHLVUHJDUGHGDVDFWLYHLQLWVLQWHUDFWLYHHIIRUWV,WLVVKRZQWR
RIIHU RSSRUWXQLWLHV IRU LQGLYLGXDOV WR DFKLHYH WKH WKUHVKROG RI HPSOR\DELOLW\ UDWKHU WKDQ
HPSOR\PHQW7KLVKDVMXVWLILHGZHOIDUHWRZRUNRUZRUNSURJUDPPHVIRUH[DPSOH 7KHVHDUH
UHIOHFWLYH RI ZKDW 0F4XDLG  GHVFULEHV DV ODERXU PDUNHW VWUDWHJLHV IRFXVLQJ WR
SRWHQWLDOO\SXQLWLYHGHJUHHVRQLQGLYLGXDOFHQWUHGVXSSO\VLGHVROXWLRQV
$ NH\ SRLQW WKDW HPHUJHV LQ WKLV JHQHDORJLFDO LOOXVWUDWLRQ LV WKDW RI LQGLYLGXDO UHVSRQVLELOLW\
,QGLYLGXDO UHVSRQVLELOLW\ HPHUJHV FRQVWDQWO\ LQ HPSOR\DELOLW\ OLWHUDWXUH ZKHWKHU LQ WKH

  
SURPRWLRQDO VHQVH RI DJHQF\ RU WKH SUHVFULSWLYH VHQVH RI OLPLWLQJ ´LPPRUDO GHSHQGHQFHµ
0RUHDXZULWHV
´7KHUHFXUUHQWXVHRIWKHHPSOR\DELOLW\ZRUGLVQRWRQO\DVKLIWLQWHUPLQRORJ\EXWDOVR
DVKLIWLQGLVFRXUVHGUDZLQJRQGLIIHUHQWH[SODQDWRU\IUDPHZRUNVRIHPSOR\DELOLW\DQG
FRQVWUXFWLRQVRIWKHZRUNHU7KHHPSOR\PHQWTXHVWLRQKDVEHHQUHIRUPXODWHGLQWRWKH
HPSOR\DELOLW\TXHVWLRQ 7KHUHKDVEHHQD VKLIW IURPD V\VWHPLF UHYLHZRI WKH ODERXU
PDUNHW WRD IRFXVRQ WKH LQGLYLGXDODQG WKHLUTXDOLWLHV8QHPSOR\PHQW LV QRZPRUH
OLNHO\WREHVHHQDVDQLQGLYLGXDOSUREOHP0RUHDXSµ
$VDQ´HPSOR\DELOLW\TXHVWLRQµ LWEHJVTXHVWLRQVRI WKH LQGLYLGXDO·VDELOLW\ WR ILQGDQGNHHS
HPSOR\PHQWUDWKHUWKDQWKHODERXUPDUNHW·VFDSDFLW\WRHPSOR\
& 7KH6XEMHFWLILFDWLRQRIWKH(PSOR\DEOH,QGLYLGXDO
8OWLPDWHO\)RXFDXOWDQGKLVJHQHDORJLFDODSSURDFKDUHFRQFHUQHGZLWKWKHZD\VLQZKLFK
KLVWRULHVRISUDFWLFHDQGGLVFRXUVHFUHDWHSDUWLFXODUZD\VRIEHLQJ %DVWDOLFK IRU WKH
VXEMHFWV WR LQWHUQDOLVH DQG E\ ZKLFK WKH\ FDQ XQGHUVWDQG WKHPVHOYHV 7KHUHIRUH WKH
OLWHUDWXUH ZLOO QRZ WDNH WKLV JHQHDORJLFDO LOOXVWUDWLRQ IXUWKHU DQG VKRZ KRZ WKHVH VRFLR
KLVWRULFDO FRQVWUXFWLRQVRI HPSOR\DELOLW\ KDYHFXOPLQDWHG WR UHLI\ SDUWLFXODU DVVXPSWLRQVRI
ZKDWFRQVWLWXWHVWKHHPSOR\DEOH LQGLYLGXDO 7KH OLWHUDWXUH UHYLHZDUJXHVWKDWDORQJVLGHWKH
VRFLRKLVWRULFDO FKDQJHV LQ WKH FRQVWUXFWLRQ RI HPSOR\DELOLW\ WKDW DUH KLJKOLJKWHG DERYH
WKHUH DUH VKLIWLQJ FRQVWUXFWLRQV RI WKH HPSOR\DEOH LQGLYLGXDO :LWK WKH DFWLRQ RI HDFK
FRQVWUXFWLRQRI HPSOR\DELOLW\ LQ SROLF\ WKHHPSOR\DEOH VXEMHFWLYLW\ LH SHUPLWWHGZD\VRI
EHLQJHYROYHV
,Q WKH LQLWLDO ZDYH RI WKH ZRUG·V HPHUJHQFH HPSOR\DELOLW\ ZDV ORFDWHG H[WHUQDOO\ DQG
GHWHUPLQHGE\H[WHUQDOIDFWRUVVXFKDVRQH·VIDPLO\REOLJDWLRQV,WVGLVFXUVLYH´ORFDWLRQµWKHQ
PRYHG FORVHU WR WKH ERG\ LQ D VHQVH ZKHQ HPSOR\DELOLW\ EHFDPH FRQVWUXFWHG DV
GHSHQGHQWRQKRZDEOHRQH·VERG\DQGPLQGZHUHWRSHUIRUPHPSOR\PHQWUHODWHGWDVNV
7KLV SURFHVV RI LQWHUQDOLVLQJ HPSOR\DELOLW\ FRQWLQXHG HYHQ IXUWKHU LQWR WKH LQGLYLGXDO DV
HPSOR\DELOLW\ OLWHUDWXUH EHFDPH FRQFHUQHG ZLWK LQGLYLGXDO FKDUDFWHULVWLFV DWWULEXWHV DQG

  
LQGLFDWRUV 7KH HPSKDVLV RQ LQWHOOLJHQFH SHUIRUPDQFHDQG VNLOO ZKLFKDUH FDWHJRUL]HG DV
H[WHUQDO LQGLFDWRUV LQ WKH OLWHUDWXUH WKHQ PDGH HPSOR\DELOLW\ D PDWWHU RI LQWHUQDO
FDSDFLWLHVWKUHVKROGVTXRWLHQWV WKDW PDQLIHVW LQ H[WHUQDOO\ HYLGHQW RU PHDVXUDEOH
EHKDYLRXUV)RUULHUDQG6HOV
,Q WKLV LQFUHDVLQJO\ LQWHUQDOLVHG VHQVH WKH HPSOR\DEOH LQGLYLGXDO LV FRQVWUXFWHG DV D
FRQVWHOODWLRQ RI FDSDELOLWLHV:KLOH HPSOR\DELOLW\ LV FRQVWUXFWHG LQ WKLVZD\ DV DPDWWHU RI
RQH·VFDSDELOLW\DORQHWKHH[SHFWDWLRQRIHPSOR\PHQWDUJXDEO\KDVDVRPHZKDWIRUPXODLF
SUREDELOLW\ RI EHLQJ DFKLHYHG +RZHYHU WKH LQFUHDVLQJ DFNQRZOHGJHPHQW RI WKH ODERXU
PDUNHW·V XQSUHGLFWDELOLW\ DQG RI WKH QXPEHU RI YDULDEOHV LPSDFWLQJ WKH OLNHOLKRRG RI
HPSOR\PHQWDSSHDUVWRSUREOHPDWLVHWKHIRUPXODLFXQGHUVWDQGLQJRIZKRLVHPSOR\DEOH,Q
WKHIDFHRIWKLVFRQXQGUXPGLVFRXUVHLVVHHQWRHQVXUHWKDWWKHFRQVWUXFWLRQRIHPSOR\DELOLW\
LVORFDWHGHYHQPRUHLQWHUQDOO\WRWKHLQGLYLGXDO7KHHPSOR\DELOLW\OLWHUDWXUHWKXVHPSKDVLVHV
LGLRV\QFUDWLF LQFUHDVLQJO\ SV\FKRVRFLDOSV\FKRORJLFDO FRQVWUXFWV RI HPSOR\DELOLW\ LQ WKH
IRUPVRISHUVRQDOTXDOLWLHVVHOISHUFHSWLRQVXEMHFWLYHHYDOXDWLRQUHVLOLHQFHDQGVHOIHIILFDF\
5RWKZHOO DQG $UQROG  )XJDWH HW DO  7KHVH OHVV RYHUWO\ TXDQWLILDEOH DQG OHVV
UROHFRQWH[WVSHFLILF TXDOLWLHV DUH LQFUHDVLQJO\ FRQVLGHUHG NH\ WR FKDUDFWHULVLQJ WKH
HPSOR\DEOH LQGLYLGXDO $V VXFK GHYHORSLQJ SV\FKRPHWULF PHDVXUHV RI VHOISHUFHSWLRQ LQ
UHODWLRQWRHPSOR\DELOLW\IRUH[DPSOHHPHUJHVDVDVLJQLILFDQWUHVHDUFKHIIRUW5RWKZHOODQG
$UQROG 6LPLODUO\RFFXSDWLRQDOSV\FKRPHWULFVDFKLHYHV UHOHYDQFH LQ WKHZRUNSODFH
DQGHYHQLQWKHFXUULFXOXPRIFRPSDUDWLYHO\FOLQLFDO&RXQVHOOLQJ3V\FKRORJ\WUDLQLQJDVSHU
WKHUHTXLUHPHQWRI%36DFFUHGLWDWLRQ
7KLV OLWHUDWXUH UHYLHZ DUJXHV WKDW WKHVH VKLIWV GHPRQVWUDWH DQ H[WUHPH LQWHUQDOLVDWLRQ RI
HPSOR\DELOLW\ ZKHUHE\ HQLJPDWLF SV\FKRPHWULFV LV QRZ UHTXLUHG WR H[WULFDWH WKH YDULHG
GHJUHHV WRZKLFK DQ LQGLYLGXDO SRVVHVVHV WKH LQWHUQDO GLVSRVLWLRQV WKDW DUH FRQVWUXFWHG DV
FRQGXFLYHWRHPSOR\PHQW3HUKDSVWKHEHQHILWRISHUPLWWLQJVXFKDPELJXLW\LVWKDWLWDOORZV
HPSOR\DELOLW\WREHDVVXPHGDVSUHVHQWXQOHVVSURYHQRWKHUZLVHDQGRQO\E\DQ´H[SHUWµ,Q
OLQHZLWKWKLVLQWHUQDOLVDWLRQRIHPSOR\DELOLW\DVLJQLILFDQWGLPHQVLRQRIHPSOR\DELOLW\OLWHUDWXUH
HVSRXVHV SV\FKRORJLFDO FRQVWUXFWLRQV RI HPSOR\DELOLW\ .LP DQG .LP·V  UHYLHZ VKRZ

  
WKDW HPSOR\DELOLW\ LV LQFUHDVLQJO\ XQGHUVWRRG LQ WHUPV RI VHOIHIILFDF\ VHOIGLUHFWLRQ
VXEMHFWLYH VHOIFRQFHSW VHOISHUFHLYHGHPSOR\DELOLW\DQGFRJQLWLYH VFKHPD .LPDQG.LP
  1RW RQO\GR WKHVHHPSKDVLVH WKH LQGLYLGXDO WKH\ VXJJHVW LQWHUQDO VWDWHV LQGLYLGXDO
WUDLWV DQG LQGLYLGXDO HSLVWHPRORJLHV UDWKHU WKDQ JHQHUDOLVDEOH H[WHUQDO FDSDFLWLHV WKDW
SHUKDSVPDWFK WKH MRE UROH 7KHVH LQWHUQDOLVHG FRQVWUXFWV DUH VXJJHVWLYH RIRQH·VZD\ RI
EHLQJ IHHOLQJ DQG UHODWLQJ :KLOH WKH\ DUH SHUWLQHQW WR WKH ZRUN SODFH WKH\ LPSRUWDQWO\
UHIOHFWZD\VRIEHLQJWKDWDUJXDEO\GHILQHHYHU\RWKHU IDFHWRI WKH LQGLYLGXDO·V OLIHDVZHOO
(PSOR\DELOLW\LVWKXVFRQVWUXFWHGDVDZD\RIEHLQJ
:KLOH WKLV LQWHUQDOLVDWLRQ PDNHV LW SRVVLEOH WR FRQVLGHU HPSOR\DELOLW\ DV LQKHUHQW WR DQ
LQGLYLGXDOWKHHPSOR\DEOHLQGLYLGXDOGRHVQRWKDYHWRRYHUWO\GHPRQVWUDWHHPSOR\DELOLW\WR
EHFRQVLGHUHGHPSOR\DEOH:LWKLQDGLVFRXUVHRIDGDSWDELOLW\HPSOR\DELOLW\ LVFRQVWUXFWHG
WRPDQLIHVWZLWKDSSURSULDWHHQFRXUDJHPHQWDQGRUVWLPXODWLRQIURPWKHHQYLURQPHQW ,W LV
WKXVSRVVLEOHWRDVVXPHWKDWHPSOR\DELOLW\ZLOOHPHUJHZLWKLQDQHQYLURQPHQWWKDWUHTXLUHVLW
HYHQLIWKHUHLVOLPLWHGRYHUWHYLGHQFHWRVXJJHVWWKDWWKHLQGLYLGXDO·VHPSOR\DELOLW\LVLQWDFW
2QFHDJDLQ WKHVWDWXVTXR LVPDLQWDLQHGDVWKLVGLVFRXUVHDOOXGHVWRQDWXUDO VHOHFWLRQDQG
DVVXPHV WKDW WKHHQYLURQPHQW LH WKHXQSUHGLFWDEOH ODERXUPDUNHWGRHVQRWQHHG WREH
WKH WDUJHWRIFKDQJHDV ORQJDV LWDSSURSULDWHO\ IDFLOLWDWHV WKH LQGLYLGXDO·VDELOLW\ WRDGDSW
ZLWKLQLW0F$UGOHHWDO)XJDWHDQG$VKIRUWKDQGJDLQHPSOR\PHQW
,Q WKLV FDVH WKH HPSOR\DEOH LQGLYLGXDO·V LQWHUQDO FDSDFLW\ WR VXUYLYH WKH ODERXUPDUNHW LV
DFFHSWHGDVXQNQRZDEOH³RQDFFRXQWRILWVLQWHUQDOLVHGORFDWLRQ³XQWLOWKHLQGLYLGXDOLVLQD
FRQGXFLYH HQYLURQPHQW ,W LV LQ WXUQ SRVVLEOH WR DUJXH IRU SUDFWLFHV WKDW SODFH LQGLYLGXDOV
ZLWK RWKHUZLVH OLPLWHG H[WHUQDO LQGLFDWRUV RI HPSOR\DELOLW\ VXFK DV KXPDQ FDSLWDO LQWR
HQYLURQPHQWV WKDW UHTXLUH WKHP WR GHPRQVWUDWH WKHLU HPSOR\DELOLW\ 6XFK D SODFHPHQW LV
H[SHFWHGWRPHGLDWHWKHPDQLIHVWDWLRQRI VHHPLQJO\ ODWHQW LQKHUHQWLQWHUQDOHPSOR\DELOLW\
+RZHYHU WKLV LV SUREOHPDWLF DV LW OHDYHV EDUULHUV WR XQHPSOR\PHQW WKDW DUH UHODWHG WR
H[WHUQDOLQGLFDWRUVRIHPSOR\DELOLW\VXFKDVIDPLO\REOLJDWLRQXQDFNQRZOHGJHG
(PSOR\DELOLW\LVWKXVFRQVWUXFWHGDVDSV\FKRORJLFDOLQWHUQDOVWDWHWKDWLVPRVWFRQGXFLYHWR
ZRUNEXWUHIOHFWLYHRIDSDUWLFXODUSHUVRQKRRGUHOHYDQWWRRWKHUGLPHQVLRQVRIOLIH,WSDUDOOHOV

  
$VKIRUWK·V  FKDUDFWHULVDWLRQ RI SRVWLQGXVWULDO QHROLEHUDO VRFLHW\ DV EOXUULQJ WKH
´ERXQGDULHV EHWZHHQ MREV EHWZHHQ RUJDQLVDWLRQV DQG >LPSRUWDQWO\@ EHWZHHQ OLIH UROHVµ
)XJDWHHWDO7KHHPSOR\DEOHLQGLYLGXDOLVQRWRQO\DFRQVWHOODWLRQRIFDSDFLWLHVZLWK
DSDUWLFXODU UHVSRQVLYHQHVV WR WKH ODERXUPDUNHW 7KHLUHPSOR\DELOLW\ LV LQ WKLV VHQVHDQDOO
HQFRPSDVVLQJVWDWHRIEHLQJ  LQGLFDWLYHRIDSDUWLFXODUZD\RIEHLQJZKLFK LVFRQVWUXFWHG
DV WKHPRVWDOLJQHGZLWKHFRQRPLFSURGXFWLYLW\ ,Q IDFWDV VKRZQE\%RQGL  LW LVDQ
HFRQRPLF SHUVRQKRRG WKDW LV GLVFXUVLYHO\ FUHDWHG DQG VXLWHG WR WKH QHROLEHUDO GLVFXUVLYH
LPSHUDWLYH RI HFRQRPLF SURGXFWLYLW\ %RQGL  7KLV SHUVRQKRRG LV PDLQWDLQHGOLPLWHG
WKURXJKDVSLUDWLRQVRIFLWL]HQVKLSDQGWKHHQDFWPHQWRI LWV UHODWHGULJKWVDQGUHVSRQVLELOLWLHV
/DUQHU
+RZHYHUDTXHVWIRUFLWL]HQVKLSSDUWLFXODUO\VHOIGHWHUPLQDWLRQLQHYLWDEO\OHDGVWRTXHVWLRQV
RIJRYHUQPHQWDOLW\JLYHQWKDWWKHWZRVKDUHDFRPSOH[ UHODWLRQVKLSDVVKRZQE\%UDFNHQ
DQG7KRPDV5HDGGHVFULEHVJRYHUQPHQWDOLW\DVWKHVHOIJRYHUQLQJRQEHKDOI
RIJRYHUQPHQW ,W LV WKHFDSDFLW\RI VHOIUHJXODWLQJVHOISROLFLQJ LQGLYLGXDOVZKRKDYHEHHQ
VXEMHFWLILHG E\ SURGXFWLYH SRZHUV WKDW GR QRW UHVWUDLQ RU FRHUFH LWV VXEMHFWV· GHVLUHV DV
GLVFLSOLQDU\ SRZHUV GR EXW LQVWHDG DFNQRZOHGJH DQG DGDSW WR WKRVH GHVLUHV
9DQGHQEHUJKH$V2VERXUQH  VWDWHV´FRPSXOVRU\SURGXFWLYHQHVVµSUHVXPHG
E\SURGXFWLYHSRZHUVLVD´PDWWHURIRXUJRYHUQPHQWDOLW\µ2VERXUQHFLWHGLQ6DOHKL
 S   7KLV HFRQRPLF LQGLYLGXDOL]HG XQLW ZKR LV UHTXLUHG WR UHOHQWOHVVO\ VXVWDLQ
SURGXFWLYLW\WRFRQWLQXDOO\EXLOGWKHLUKXPDQFDSLWDOLVFUHDWHGLQWRDQHFRQRPLFFUHDWXUH
)RXFDXOW·V ´KRPRHFRQRPLFXVµ  7KLV OLWHUDWXUH UHYLHZDUJXHV WKDW WKLVHFRQRPLF VHOIKRRG
ZKLFK LV LQFOLQHG WRZDUGV FRQWLQXRXV DVSLUDWLRQDO SURGXFWLYLW\ FRQVWLWXWHV WKHHPSOR\DEOH
LQGLYLGXDO+HRUVKHXQGHUVWDQGVWKHPVHOYHVLQWHUPVRIHFRQRPLFEHQHILWVDQGFRVWV5HDG
ZLWKLQWKHFRQWH[WRIDQHROLEHUDOKLJKO\HFRQRPLVHGVRFLRSROLWLFDOFRQWH[W




  
& 3HUWLQHQWGLVFRXUVHVRIHPSOR\DELOLW\
$VRFLDOFRQVWUXFWLRQLVW VHQVLWLYLW\ WR WKHSRZHUG\QDPLFV LQKHUHQW LQNQRZOHGJHSURGXFWLRQ
GHPDQGV WKDW VSHFLDO DWWHQWLRQ EH SDLG WR WKH WRSLFV WKDW JDUQHU SRSXODULW\ LQ SXEOLVKHG
OLWHUDWXUH-RQHVDQG(OFRFN7KHVHDOOXGHWRWKHGRPLQDQWGLVFRXUVHVZLWKLQZKLFKLWLV
SRVVLEOH WR XQGHUVWDQG HPSOR\DELOLW\ ,W LV HTXDOO\ LPSRUWDQW WR FRQVLGHU ZKRPDNHV WKRVH
WRSLFVSRSXODUJLYHQ WKH)RXFDXOGLDQQRWLRQ WKDW WKRVHZKRSRVVHVVSRZHUGHWHUPLQHDQG
DUHDSSHDVHGE\H[SHUWNQRZOHGJH%DVWDOLFK
7KH OLWHUDWXUH UHYLHZ ZLOO WKHUHIRUH QRZ FRQVLGHU ZKHUH LQ WKH OLWHUDWXUH HPSOR\DELOLW\
HPHUJHVDVD WRSLFRISRSXODULW\ZLWKDQDZDUHQHVVRI WKH IDFW WKDWHPSOR\DELOLW\·V XVH LQ
ODQJXDJH WHQGV WR FDUU\ SROLWLFDO XVHIXOQHVV 6SHFLILFDOO\ WKH OLWHUDWXUH UHYLHZZLOO IRFXV RQ
FRQVWUXFWLRQV RI HPSOR\DELOLW\ DQG WKH DVVRFLDWHG GLVFRXUVHV WKDW DUH DFWLYH ZLWKLQ WKH
SUDFWLFHVRI ODERUPDUNHWSROLF\HGXFDWLRQOLIHORQJ OHDUQLQJDQGYRFDWLRQDO UHKDELOLWDWLRQ
:LWKLQ WKHVH UHDOPVRI OLWHUDWXUH WKH OLWHUDWXUH UHYLHZ LVSDUWLFXODUO\FRQFHUQHGZLWKQRWDEOH
GLVFRXUVHVSHUWLQHQW WR WKH WRSLFRI VRFLDO H[FOXVLRQDQGFRQFHUQHGZLWK WKH VRFLDO JURXSV
WKUHDWHQHGE\ LW 7KH OLWHUDWXUH UHYLHZZLOODOVRGHPRQVWUDWH WKHDVVRFLDWHG VRFLDODJHQGDV
WKDWDUHDOLJQHGZLWKWKHGLVFRXUVHVWKDWDSSHDULQWKHOLWHUDWXUH
& 7KLUG:D\3ROLF\'LVFRXUVH
0RUHDXHWDOQRWHVWKDWWKHXVHRIHPSOR\DELOLW\FRQVWUXFWVLQSROLF\SXEOLFDWLRQVKDV
VKDUSO\LQFUHDVHG7KH\KLJKOLJKWWKDWWKHQHROLEHUDOHPSKDVLVRQHPSOR\DELOLW\LVSDUWRIDQ
HIIRUW WR LPSURYH DFFHVV WR HPSOR\PHQW SDUWLFXODUO\ DPRQJ GLVDGYDQWDJHG JURXSV 7KH
SURPRWLRQ RI WKH WHUP HPSOR\DELOLW\ LV WKXV UHIOHFWLYH RI D FRQVLVWHQW FRQFHUQ DERXW WKH
HFRQRPLF SURGXFWLYLW\ RI WKH XQHPSOR\HG LQ GLVDGYDQWDJHGJURXSV :LOWRQ  DQG RI
WKRVHIDFLQJSDUWLFXODUEDUULHUVWRWKHODERXUPDUNHW
0F4XDLG  LGHQWLILHV WKUHH IDFWRUV WKDW DUH LQIOXHQWLDO LQ PDNLQJ HPSOR\DELOLW\ WKH
FRUQHUVWRQHRIODERXUPDUNHWSROLF\
 (PSOR\DELOLW\·V SRWHQWLDO UROH LQ WDFNOLQJ VRFLDO LQFOXVLRQ RI GLVDGYDQWDJHG
JURXSV

  
 7KHFRQVHTXHQFHVRIKLJKOHYHOVRIORQJWHUPXQHPSOR\PHQWDQGLQDFWLYLW\
 7KH WUHQG WRZDUG QHZ W\SHV RI UHODWLRQVKLSV EHWZHHQ HPSOR\HUV DQG
HPSOR\HHV
$OO WKHVH REMHFWLYHV DUH VXJJHVWLYH RI D VRPHZKDW XUJHQW DJHQGD WR HQVXUH WKDW DOO
LQGLYLGXDOV ZLWKLQ WKH ODERXU IRUFH SHUIRUP DFFRUGLQJ WR WKH GHPDQGV RI QHROLEHUDOLVP
/DUQHU7KLVDJHQGDLVVSHFLILFDOO\DOLJQHGZLWK7KLUG:D\SROLF\LQWKH8.
0F4XDLGDVVHUWVWKDWHPSOR\DELOLW\SUHGDWHVWKRVHFRQVWUXFWLRQVRIWKHZRUGWKDWDUH
OLQNHGWRQHROLEHUDORU7KLUG:D\SROLFLHV+RZHYHULWKDVEHFRPH´FHQWUDOWHQHWWRVRFDOOHG
7KLUG:D\ SROLFLHV ZKLFK FKDUDFWHUL]H WKH 1HZ /DERU $SSURDFK WR HFRQRPLF DQG VRFLDO
SROLF\µ+DXJKWRQHWDO1LNRODV5RVHVKRZVWKDWWKHUHGHILQLWLRQRIFRPPXQLW\
WKDWEHJDQZLWK7RQ\%ODLU·VOHDGHUVKLSKDVEHHQWHUPHG7KH7KLUG:D\5RVHVKRZVWKDW%ODLU
VDLGWKHIROORZLQJRILQGLYLGXDODQGVRFLDOUHVSRQVLELOLW\DVGHILQHGLQWKH7KLUG:D\
´&RPPXQLW\DQGFLWL]HQVKLSFROOHFWLYHEHORQJLQJDQGLQGLYLGXDOUHVSRQVLELOLW\´PXVWEH
VXWXUHG WRJHWKHU LQ ´DQ\ DWWHPSW WR UHEXLOG FRPPXQLW\ IRU DPRGHUQDJH« >3@HUVRQDO
DQGVRFLDOUHVSRQVLELOLW\DUHQRWRSWLRQDOH[WUDVZHRZHGXW\WRPRUHWKDQVHOIµ%ODLU
DS
:LWKLQ WKLV IUDPH RI XQGHUVWDQGLQJ HYHU\ FLWL]HQ LV REOLJDWHG WR EDODQFH WKH ULJKWV DQG
UHVSRQVLELOLWLHV RI WKDW FLWL]HQVKLS DV SDUW RI WKHLU VRFLDO UHVSRQVLELOLW\ WR WKH FRPPXQLW\ ,W
IROORZV WKDW HDFK LQGLYLGXDO KDV D GXW\ WR HQVXUH WKHLU SURGXFWLYLW\ WR HQVXUH WKDW RI WKH
FRPPXQLW\,QGLYLGXDOHPSOR\DELOLW\LVWKXVDQLVVXHRIVRFLDOUHVSRQVLELOLW\
%H\RQG8.SROLFLHVWKHUHLVDVLPLODUSUHRFFXSDWLRQZLWKHPSOR\DELOLW\,WKDVIRUPHG´RQHRI
WKHIRXURULJLQDOSLOODUVRIWKH(XURSHDQ(PSOR\PHQW6WUDWHJ\µ0RUHDX(YHQZLWKWKLV
VWUDWHJ\·V UHYLVLRQ LQ  WKH HPSKDVLV LV VWLOO WR SURPRWH HPSOR\DELOLW\ DPRQJ \RXQJ
SHRSOH WKH XQHPSOR\HG DQG RWKHU SRWHQWLDOO\ GLVDGYDQWDJHG JURXSV ZKLOH HQVXULQJ IXOO
HPSOR\PHQWSURGXFWLYLW\DQGLQFOXVLRQLQWKHODERXUPDUNHW0RUHDX,QSUDFWLFHWKLV
XOWLPDWHO\ PDQLIHVWV DV WKH ´SURPRWLRQ RI DFWLYH DQG SUHYHQWDWLYH PHDVXUHV IRU WKH

  
XQHPSOR\HGDQGIRUWKHLPSURYHPHQWRIILQDQFLDOLQFHQWLYHVWRPDNHZRUNSD\µ&(&
0F4XDLG
(PSOR\DELOLW\ HPHUJHG DJDLQ DV D NH\ WHQHW LQ WKH 8.·V (PSOR\PHQW $FWLRQ 3ODQV DQG
ZHOIDUH WR ZRUN DJHQGD ZKLFK ZHUH LPSOHPHQWHG WR ´DWWDFK \RXQJ SHRSOH ORQJWHUP
XQHPSOR\HG ORQH SDUHQWV DQG WKH GLVDGYDQWDJHG RU GLVDEOHG WR WKH ODERXU PDUNHW
LPSRUWDQWO\µ0F4XDLG,PSRUWDQWO\WKHVHSROLFLHVWDUJHWFHUWDLQVWUDWDRIVRFLHW\$VD
SURGXFW RI QHROLEHUDOLVP 7KLUG :D\ SROLF\ FRQQRWHV SDUWLFXODU PRUDO FRQWUDFWXDO
UHVSRQVLELOLWLHVDQG WKHUHIRUH ULJKWV ,QSUDFWLFH LW LV WKXVFRQFHUQHGZLWKPHPEHUVRI WKRVH
VRFLDO JURXSVZKR IDFH SDUWLFXODU FKDOOHQJHV LQPHHWLQJ WKHLU UHVSRQVLELOLWLHV DV HFRQRPLF
XQLWV $V 'R\OH  VWDWHV WKH LPSHWXV IRU LQGLYLGXDOV WR SDUWLFLSDWH LQ WKH 7KLUG :D\
FRPPXQLWDULDQDQGVRFLDOLQWHJUDWLRQLVWLQVWLWXWLRQDOSUDFWLFHVLV´DOODWRQFHSURPRWLRQDODQG
SUHVFULSWLYHµDQGXOWLPDWHO\DFKLHYHVVRFLDOFRQWURO
& 3UDFWLFH(PSOR\DELOLW\DQG6RFLDO(QWHUSULVH
6RFLDOHQWHUSULVHVDUHGHVFULEHGDVHPHUJLQJLQWKHVDQGVRXWRIGLVVDWLVIDFWLRQZLWK
WKHSXEOLFDGPLQLVWUDWLRQ·VKLHUDUFKLFDOPDQDJHPHQWRISXEOLFDQGVRFLDOVHUYLFHV'HIRXUQ\
-DQG1\VVHQV0.XPPLWKD LGHQWLILHVDNH\WULJJHU IRU WKLVPRYHPHQWDVWKH
JDSLQZHOIDUHSURYLVLRQUHVXOWLQJIURP´WKHIDLOXUHRIWKHVRFDOOHGPRGHUQZHOIDUHVWDWHVWR
HIIHFWLYHO\DGGUHVVWKHFRQFHUQVRIH[FOXVLRQDQGWKHVWDWH·VLQFDSDFLW\WRSURWHFWH[FOXGHG
LQGLYLGXDOV DQG FRPPXQLWLHV RU WR UHLQWHJUDWH WKHP Sµ :LWKLQ WKLV FRQWH[W VRFLDO
HQWHUSULVHVZHUHFRQFHLYHGDVJUDVVURRWVWKLUGVHFWRUUHVSRQVHVWRVRFLRSROLWLFDOLQHTXDOLWLHV
7KH\UHVSRQGHGIURPZLWKLQWKHJDSVH[LVWLQJEHWZHHQSULYDWHFRPPHUFLDOL]HGPDUNHWVDQG
VWDWXWRU\LQVWLWXWLRQV)URPWKLVSRVLWLRQWKH\FRQWLQXHWRWDNHDIOH[LEOHK\EULGIRUPDWLRQWKDW
SHUPLWVLQQRYDWLRQDQGLQWXUQHVWDEOLVKHVWKHLUVRFLDOYDOXH'RKHUW\
$FFRUGLQJ WR 7HDVGDOH  WKH /DERXU JRYHUQPHQW HDJHUO\ DGRSWHG WKH FRQFHSW RI
VRFLDOHQWHUSULVHV LQ LWV LGHRORJLFDOFRPPLWPHQW WR´DWKLUGZD\EH\RQGVWDWHVRFLDOLVPDQG
IUHH PDUNHW FDSLWDOLVPµ 'HIRXUQH\ DQG 1\VVHQV  VKRZ WKDW WKH VRFLDO HQWHUSULVHV
HPHUJLQJLQQHROLEHUDO8.SOD\HGDQLPSRUWDQWUROHLQ7KLUG:D\3ROLF\DQGWKH1HZ3XEOLF

  
0DQDJHPHQW HUD ZKLFK LV FKDUDFWHULVHG E\ WKH JRYHUQPHQW·V UROOLQJ EDFN DQG WKH
GHFHQWUDOLVDWLRQRISRZHU WRHVWDEOLVKTXDVLSULYDWLVHGSURYLVLRQRISXEOLF VHUYLFH 5RELQVRQ
$QHZPRGHRISXEOLFPDQDJHPHQW´E\UHVXOWVµWKXVHPHUJHGZLWKWKHPDUNHWLVDWLRQ
DQGFRQWUDFWLQJRXWRIFRUHVHUYLFHVWRSULYDWHDQGQRQSURILWRUJDQLVDWLRQ LQFOXGLQJVRFLDO
HQWHUSULVHV'XQOHDY\DQG+RRG5RELQVRQ7KLVWUDQVLWLRQLQSXEOLFDGPLQLVWUDWLRQ
ZDV LQ UHVSRQVH WR WKH OLPLWDWLRQV RI WKH KLHUDUFKLFDO DUPVOHQJWK IRUPV RI PDQDJHPHQW
KLJKOLJKWHGE\WKHFRPSHWLWLYHPDUNHWHFRQRP\5RELQVRQ7KLVLVVDLGWRKDYHIUHHG
XS WKH JRYHUQPHQW WR SHUIRUP PRUH HYDOXDWLYH DQG UHJXODWRU\ UROHV ZKLOH ´LQMHFWLQJ
SULQFLSOHV RI FRPSHWLWLRQ DQG SULYDWLVHG ´KDQGVRQPDQDJHPHQWµ 5RELQVRQ  ,Q WKLV
PDQQHU SXEOLF DXWKRULWLHV DUH VKRZQ WR HPEUDFH DQ HQWUHSUHQHXULDO DSSURDFK WR VRFLDO
LQWHJUDWLRQ WKURXJK HFRQRPLF DFWLYLW\ UDWKHU WKDQ WDNLQJ WKH VRFLDO DSSURDFK WR
XQHPSOR\PHQW ZKLFK DOORZV DYRLGDQFH RI WKH SLWIDOOV DVVRFLDWHGZLWK RFFXSDWLRQDO ZRUN
VFKHPHV'HIRXUQ\HWDO
,Q 7KLUG:D\FRPPXQLWDULDQ IDVKLRQSURPRWLRQDOGLVFRXUVHV VXFKDVSDUWQHUVKLSDQG VRFLDO
LQFOXVLRQ PDQLIHVW LQ LQVWLWXWLRQDO SUDFWLFHV ZKHUHE\ WKRVH VRFLDO JURXSV RI LQWHUHVW DUH
HQFRXUDJHGWRHQJDJHZLWKVRFLDOHQWHUSULVHVDFWLQJDVGLVSHUVHGDJHQWVRIWKHJRYHUQPHQW
'R\OH
& +XPDQ&DSLWDO'LVFRXUVHLQ(GXFDWLRQ
,QHGXFDWLRQOLWHUDWXUHHPSOR\DELOLW\KDVEHFRPHDQRWHZRUWK\DQGSUREOHPDWLFWHUPDVLW
UHSUHVHQWV WKHDGGHGUHVSRQVLELOLW\RI+LJKHU(GXFDWLRQ LQVWLWXWLRQV WRHQVXUHWKDWJUDGXDWHV
DFFHVV WKH ODERXU PDUNHW 'R\OH  ,Q IDFW HPSOR\DELOLW\ LV FHQWUDO WR WKH VWUDWHJLF
GLUHFWLRQRI WKH'HSDUWPHQW IRU(GXFDWLRQDQG(PSOR\PHQW 0F4XDLG/LWHUDWXUHRQ
WKH WRSLF GHPRQVWUDWHV WKH WURXEOHVRPH LPSOLFDWLRQV RI XSKROGLQJ HPSOR\DELOLW\ DV DQ
RYHUDUFKLQJ JRDO (FRQRPLF LQVWLWXWLRQDO SUDFWLFHV DUH VKRZQ WR LPSRVH D WRS GRZQ
LQVLVWHQFHRQ WKHDWWDLQPHQWRI VNLOOV UHOHYDQW WR WKHZRUNSODFH 7KHREMHFWLYHVRIJUDGXDWH
FXUULFXODDSSHDUWREHFXUWDLOHGE\WKHDFWLRQRIDKXPDQFDSLWDOGLVFRXUVHZKLFKSULRULWL]HV
WKH DWWDLQPHQW RI VNLOOV DQG DVVXPHV WKDW VNLOOV DUH HTXDO WR NQRZOHGJH &UDQPHU 
0RUHDX   $V 5RQ%DOVHUD  VWDWHV ZLWKLQ WKH KXPDQ FDSLWDO GLVFRXUVH

  
´HGXFDWLRQ OLNHDQ\RWKHU LQYHVWPHQW LV MXGJHG >DQGDFFRUGLQJ WRHGXFXDWLRQLVWV OLPLWHG@
E\ LWV HFRQRPLF UDWH RI UHWXUQµ 3VDFKDURXSRXORV DQG:RRGKDOO  2&'(  IRU D
FULWLTXHVHHDOVR%HQQHOO
/HHV FRQFHSWXDOL]HV WKH VRFLDODJHQGD LQKHUHQW LQKLJKHUHGXFDWLRQSROLF\ZLWK WKH
IROORZLQJREVHUYDWLRQ
´*RYHUQPHQW SROLF\ WR HQKDQFH WKH HPSOR\DELOLW\ RI JUDGXDWHV LV SDUW RI D ZLGHU
VWUDWHJ\WRH[WHQGWKHVNLOOEDVHLQWKH8.&RRSHUVDQG/\EUDQG7KLVLQWHUHVWLQ
HPSOR\DELOLW\LVDVVRFLDWHGZLWKKXPDQFDSLWDOWKHRULHVRILQQRYDWLRQDQGHFRQRPLF
SHUIRUPDQFH*URZWKLQWKHVWRFNRIKXPDQFDSLWDOLVHVVHQWLDOIRUHFRQRPLFJURZWK
DQGKHQFHWKHJRYHUQPHQW
VDJHQGDLVGULYHQE\WKHGHVLUHWRVWHPWKHSURGXFWLYLW\
VKRUWIDOO/HHVSµ
& 3UDFWLFH/LIHORQJ/HDUQLQJ
0HDQZKLOH OLIHORQJ OHDUQLQJ HPHUJHV DV DQ LPSRUWDQW IDFHW RI HGXFDWLRQDO OLWHUDWXUH DV LW
JDLQV FRPSDUDEOH VWDWXV WR IRUPDO HGXFDWLRQ DOORZLQJ D PXFK ZLGHU SURSRUWLRQ RI WKH
SRSXODWLRQWRJHQHUDWHKXPDQFDSLWDOE\PRUHYDULHGPHDQV7KLVLVPDGHSRVVLEOHWKURXJK
WKHFKDOOHQJHVRISRVWPRGHUQLW\ZKLFKFDOOIRUGLYHUVLILFDWLRQRIHGXFDWLRQ0F4XDLG
2JXQOH\HDQG.DXQRQHQ,QSDUWLFXODULWLVZLWKLQWKHFRQWH[WRIOLIHORQJOHDUQLQJWKDW
HPSOR\DELOLW\ DSSHDUV DV D WRSLF RI SURPRWLRQDO LQWHUHVW UDWKHU WKDQ FULWLFLVP LQ WKH
HGXFDWLRQ OLWHUDWXUH 7KLV LQWHUHVW LV SRUWUD\HG LQ WKHZRUN RI DXWKRUV VXFK DV +DUYH\ 
ZKR ZULWHV HPSOR\DELOLW\ LV ´D VXEVHW RI DQG IXQGDPHQWDOO\ FRQWLQJHQW RQ WUDQVIRUPDWLYH
OLIHORQJOHDUQLQJµ/HHV
,QUHVSRQVHWRWKHQDWLRQDOSULRULW\RILPSURYLQJWKHVNLOOEDVHRIWKHZKROHSRSXODWLRQOLIHORQJ
OHDUQLQJVFKHPHVHPHUJH/HHVDVD´VHFRQGFKDQFHµIRUWKRVHZKRZHUHSUHYHQWHG
E\VRFLRSROLWLFDOEDUULHUVIURPSUHSDUDWRU\HQJDJHPHQWLQIRUPDOHGXFDWLRQ/HHV7KLV
SURYLVLRQWKXVRIIHUVDVDVROXWLRQWRWKHSUREOHPDWLVDWLRQRIKXPDQFDSLWDOFRQVWUXFWLRQVRI
HPSOR\DELOLW\ZKLFKKDYHEHHQFULWLFLVHGDVPRUHUHIOHFWLYHRIRQH·VVRFLDOJURXSWKDQWKHLU
LQGLYLGXDOFDSDFLWLHV

  
,QSUDFWLFH'R\OHQRWHVWKDWWKHUHLVDQDUURZLQWHUSUHWDWLRQRIOLIHORQJOHDUQLQJEDVHG
RQ YRFDWLRQDO HGXFDWLRQ DQG WUDLQLQJ ZKLFK LV OLQNHG WR PHHWLQJ QDWLRQDO TXDOLILFDWLRQ
WDUJHWV WR VXSSRUW PDFURHFRQRPLF VWUDWHJ\ 'R\OH  :LWK WKLV XQGHUVWDQGLQJ
HVWDEOLVKHGDOOWKRVHZKRDUHQRWIXOILOOLQJWKHLUSRWHQWLDOZKHUHWKHRSSRUWXQLWLHVKDYHEHHQ
FUHDWHG WKURXJK YRFDWLRQDO HGXFDWLRQ DQG WUDLQLQJPXVW EH GUDZQ LQWR OHDUQLQJ 'R\OH
:LWKQHROLEHUDO7KLUG:D\UHOLDQFHRQVRFLDOHQWHUSULVHVDQGWKHSURPRWLRQRIOLIHORQJ
OHDUQLQJ YLD KXPDQ FDSLWDO GLVFRXUVHV WKH SUDFWLFH RI VRFLDO HQWHUSULVHV IDFLOLWDWLQJ
YRFDWLRQDODQGHGXFDWLRQDOWUDLQLQJ9(7LVILUPO\HVWDEOLVKHGWRLPSURYHWKHHPSOR\DELOLW\RI
WKRVHEHORQJLQJWRGLVDGYDQWDJHGVRFLDOJURXSVDWULVNRIVRFLDOH[FOXVLRQ0F4XDLG
+RZHYHU'R\OH GHVFULEHV9(7DVD´QDUURZ LQWHUSUHWDWLRQRI OLIHORQJ OHDUQLQJµ 7KHLU
SURPRWLRQDO ZRUN VXJJHVWV VRPHWKLQJ WKDW PLJKW EH DUWLFXODWHG LQ WKH IROORZLQJ ZD\
(YHU\RQH FDQ ZRUN EHFDXVH WKH RSSRUWXQLWLHV UHTXLUHG WR EHFRPH HPSOR\DEOH DUH
DYDLODEOHIRUHYHU\RQH
7KRVH IDFHG ZLWK EDUULHUV WR HPSOR\PHQW E\ YLUWXH RI WKHLU HFRQRPLFDOO\ GLVDGYDQWDJHG
SRVLWLRQ ZLWKLQ WKH ODERXU PDUNHW DUH WKXV OHIW ZLWKRXW ´H[FXVHVµ IRU WKHLU XQHPSOR\PHQW
WKURXJKWKHDFWLYLWLHVRIWKHVHGLVFRXUVHV
& 6RFLDO&DSLWDO'LVFRXUVHLQ9RFDWLRQDO5HKDELOLWDWLRQ
7KHUH LV D QRWDEOH SUHVHQFH RI WKH ZRUG ´HPSOR\DELOLW\µ LQ OLWHUDWXUH FRQFHUQHG ZLWK
YRFDWLRQDO UHKDELOLWDWLRQ DQG WKLV OLWHUDWXUH VSDQV GLIIHUHQW GLVFLSOLQHV LQFOXVLYH RI KXPDQ
UHVRXUFH PDQDJHPHQW YRFDWLRQDO SV\FKRORJ\ DQG FDUHHU JXLGDQFH +RZHYHU RI
SDUWLFXODULQWHUHVWWRWKLVUHVHDUFKVWXG\LVWKHOLWHUDWXUHH[SORULQJWKHYRFDWLRQDOUHKDELOLWDWLRQ
RI WKRVH ZLWK ´SV\FKLDWULF GLVDELOLWLHVµ ZKHUH VRPH IRUP RI DFFRPSDQ\LQJ SV\FKRORJLFDO
LQWHUYHQWLRQFRXOGEHLQGLFDWHG
:KHUHSUHYLRXVO\HPSOR\DELOLW\ LV VSRNHQRI LQ WHUPVRI RQH
VDELOLW\ LW LV RIWHQSUHVHQWHG LQ
YRFDWLRQDO UHKDELOLWDWLRQ OLWHUDWXUH DV SULPDULO\ D ULJKW DQG VHFRQGDULO\ D UHVSRQVLELOLW\ D
GHVLUDEOH RQH 7KHUH LV DQ DGYRFDWLQJ WRQH SUREOHPDWLVLQJ SV\FKLDWULF GLVFRXUVHV WKDW
FRQVWUXFW´SV\FKLDWULFGLVDELOLW\µDVSUHFOXGLQJDQLQGLYLGXDOIURPHPSOR\PHQW0DUURQHDQG

  
*RORZDND/OR\GDQG:DJKRUQ,PSRUWDQWO\WKHDUJXPHQWKHUHLVQRWHFRQRPLF
DFWLYLW\RU WKHGHYHORSPHQWRIKXPDQFDSLWDO ,QVWHDGZKDW LVEHLQJDGYRFDWHG IRU LV WKDW
WKRVH ZLWK ´SV\FKLDWULFGLVDELOLW\µ EH SHUPLWWHG WR UHFRYHU WKHLU VRFLDO UROH DQG WKH VRFLDO
HVWHHP LW FDQ IDFLOLWDWH 0HQWDO LOOQHVV LV DV WKHVH ZULWHUV GHVFULEH ´D GLVHDVH RI ORVVHVµ
0DUURQH DQG *RORZDND  DQG UHKDELOLWDWLYH OLWHUDWXUH DUJXHV WR HQVXUH WKDW VXFK
LQGLYLGXDOV KDYH D FKDQFH WR UHFRYHU VRFLDO YDOXH WKURXJKSUDFWLFHV WKDW JHQHUDWH VRFLDO
FDSLWDO 0DUURQHDQG*RORZDND /OR\GDQG:DJKRUQ $FFRUGLQJ WR1DKDSLHW
DQG *KRVKDO  VRFLDO FDSLWDO LV WKH ´VXP RI WKH DFWXDO DQG SRWHQWLDO UHVRXUFHV
HPEHGGHGZLWKLQDYDLODEOHWKURXJKDQGGHULYHGIURPWKHQHWZRUNRIUHODWLRQVKLSVSRVVHVVHG
E\ DQ LQGLYLGXDO RU VRFLDO XQLW 6RFLDO FDSLWDO WKXV FRPSULVHV RI ERWK WKH QHWZRUN DQG WKH
DVVHWV«PRELOLVHGWKURXJKWKDWQHWZRUNµS
7KHYRFDWLRQDOUHKDELOLWDWLYHOLWHUDWXUHSHUIRUPVDSDUWLFXODUIXQFWLRQLQHVWDEOLVKLQJWKDWWKRVH
ZLWK SV\FKLDWULF GLVDELOLWLHV FDQ LQGHHG ZRUN $QG LW FRQWLQXHV LQ LWV DVVHUWLRQ WKDW VXFK
LQGLYLGXDOVWKHUHIRUHVKRXOGZRUN0DUURQHDQG*RORZDND7KLVLVDFFRPSDQLHGE\DQ
HPSKDVLV LQWKHOLWHUDWXUHRQ´UHFRYHU\µIRUWKRVHZKRKDYHSV\FKLDWULFGLVDELOLWLHV)RUWKHP
HPSOR\PHQW LVRIWHQFRQVWUXFWHGDVDPHDVXUHRIUHFRYHU\ 0DUURQHDQG*RORZDND
/OR\GDQG:DJKRUQ*ULIILWKVDQG5\DQ WKDW IXQFWLRQVDVDPHDQVRI UHFRYHULQJ
ORVW VRFLDOYDOXH   RFDWLRQDO UHKDELOLWDWLRQ OLWHUDWXUHQRWRQO\DUJXHV IRU WKHGHYHORSPHQWRI
VRFLDO FDSLWDO WKURXJK VRFLDO LQWHJUDWLRQ DV DQ DOWHUQDWLYH PHDQV RI GHYHORSLQJ KXPDQ
FDSLWDO 9RFDWLRQDO UHKDELOLWDWLRQ OLWHUDWXUH LPSRUWDQWO\ GLVDYRZV TXHVWLRQV RI DELOLW\ DQG
WKHUHIRUH RI GLVDELOLW\ LQ VXFK DPDQQHU WKDW HPSOR\DELOLW\ GRHV QRW QHFHVVDULO\ HQWHU WKH
GLVFXVVLRQ VR WR VSHDN (PSOR\PHQW LV VHHPLQJO\FRQVWUXFWHGDVDQXQDWWHVWHG ULJKWRI WKH
´FLWL]HQµ ZKLFK LV UHSUHVHQWHG LQ HYHU\ LQGLYLGXDO  $V VXFK LW VHHPV WKDW YRFDWLRQDO
UHKDELOLWDWLYH PHDVXUHV DUH LPSOHPHQWHG WR HQVXUH HPSOR\PHQW UHJDUGOHVV RI DSSDUHQW
HPSOR\DELOLW\+RZHYHU LQWKLVFRQVWUXFWLRQ LW LVWKHSURIHVVLRQDOVZRUNLQJZLWKWKHLQGLYLGXDO
WKDW PXVW WDNH UHVSRQVLELOLW\ WR HQVXUH WKH HPSOR\DELOLW\ RI WKH ´SV\FKLDWULFDOO\ GLVDEOHGµ
FOLHQWV7KLVLVHYLGHQWLQ/OR\GDQG:DJKRUQVXJJHVWLRQWKDWSURIHVVLRQDOIDFWRUVVXFK
DV ´ORZ H[SHFWDWLRQV E\ PHQWDO KHDOWK SUDFWLWLRQHUVµ DQG WKH ´WKH ODFN RI D FOHDU

  
UHVSRQVLELOLW\ IRU SURPRWLQJ YRFDWLRQDO DQG VRFLDO RXWFRPHVµ DUH DFWLYH LQ OLPLWLQJ WKH
HPSOR\PHQWRXWFRPHVIRUWKHVH´SV\FKLDWULFDOO\GLVDEOHGµLQGLYLGXDOV
$VWKHSUDFWLFHRIOLIHORQJOHDUQLQJHTXDOLVHVDQGGHFRQWH[WXDOLVHVWKHGLIIHUHQFHVLQKXPDQ
FDSLWDO WKDW DUH UHIOHFWLYH RI VRFLDO GLVDGYDQWDJH YRFDWLRQDO UHKDELOLWDWLRQ DSSHDUV WR GR
WKHVDPH:KHUHTXHVWLRQVRI GLVDELOLW\ZRXOGRWKHUZLVH OLPLW WKH UHDVRQDEOHH[SHFWDWLRQV
RIHPSOR\PHQWWKDWFDQEHLPSRVHGXSRQWKHGLVDEOHGLQGLYLGXDOYRFDWLRQDOUHKDELOLWDWLRQ
XSKROGV WKH SRVVLELOLW\ DQG WKHUHIRUH H[SHFWDWLRQ RI DELOLW\ ,Q WKLV UHJDUG WKHUH LV D QHR
KXPDQLVWLFHFRQRPLFVXJJHVWLRQWKDWHYHU\ERG\ZDQWVWRZRUNDQGFDQZRUNZLWKWKHULJKW
RSSRUWXQLW\ZKLFKYRFDWLRQDOUHKDELOLWDWLRQSUDFWLFHZLOOHQVXUH6FDSHUODQGD
& 3UDFWLFH/LIHORQJ/HDUQLQJDQG5HFRYHU\
,QFLGHQWDOO\ OLIHORQJ OHDUQLQJ HPHUJHV RQFH DJDLQ DV D NH\ IHDWXUH RI WKH OLWHUDWXUH
FRQFHUQHGZLWK UHFRYHU\ HPSRZHUPHQW DQG VRFLDO LQWHJUDWLRQ *ULIILWKV DQG 5\DQ 
5HFRYHU\ LV DIWHU DOO DV WKHVH DXWKRUV VD\ ´D VSHFLDO FDVH RI OLIHORQJ OHDUQLQJµ:LWKLQ WKLV
FRQWH[WRI WKH UHFRYHU\ OLWHUDWXUH OLIHORQJ OHDUQLQJKDVJDUQHUHGVXFKDWWHQWLRQWKDW(0,/,$
(PSRZHUPHQWRI0HQWDO,OOQHVV6HUYLFH8VHUV/LIH/RQJ/HDUQLQJ,QWHJUDWLRQDQG$FWLRQD
 PLOOLRQ IXQGHG UHVHDUFK SURMHFW LQYROYLQJ  (XURSHDQ FRXQWULHV ZDV HVWDEOLVKHG
EHWZHHQDQGWRH[SORUHWKHUROHRI OLIHORQJ OHDUQLQJLQIDFLOLWDWLQJVRFLDO LQFOXVLRQ
DPRQJWKHPHQWDOO\LOOLQUHFRYHU\2JXQOH\H-DQG.DXQRQHQ7KLVIXUWKHUDIILUPVWKH
H[WHQW WR ZKLFK HPSOR\DELOLW\ LV DV HVWDEOLVKHG HDUOLHU   ´D VXEVHW RI DQG IXQGDPHQWDOO\
FRQWLQJHQWRQWUDQVIRUPDWLYHOLIHORQJOHDUQLQJµ+DUYH\
& 3UDFWLFH9RFDWLRQDODQG(GXFDWLRQ7UDLQLQJ9(7DQG6XSSRUWHG(PSOR\PHQW
7KHGHYHORSPHQWRIVRFLDOFDSLWDOLVVKRZQWREHH[FHHGLQJO\ZRUWKZKLOHLQSROLWLFDOWHUPVDV
LW XOWLPDWHO\ IDFLOLWDWHVKXPDQFDSLWDOGHYHORSPHQWDQGHQVXUHV WKHFROOHFWLYHSRWHQWLDORI
WKH SRSXODWLRQ WR DFKLHYH HFRQRPLF JRDOV 0RUHDX  $V VXFK LW LV EHFRPLQJ
LQFUHDVLQJO\HYLGHQWWKDWKXPDQFDSLWDOLVQRWSDUWLFXODUO\QHFHVVDU\IRUDSHUVRQWRHQWHUWKH
MRE PDUNHW ,QVWHDG DQ LQGLYLGXDO FDQ GHYHORS VRFLDO FDSLWDO WKURXJK HQJDJHPHQW ZLWK
HPSOR\DELOLW\ HQKDQFLQJ VRFLDO HQWHUSULVHV ZKLFK IDFLOLWDWH VXSSRUWHG HPSOR\PHQW RU

  
,QGLYLGXDO 3ODFHPHQW 6XSSRUW ,36 IRU H[DPSOH %RQG  ,PSRUWDQWO\ ,36 LV DQ
DFFODLPHGPRGHRIYRFDWLRQDOUHKDELOLWDWLRQWKDWHQVXUHVUDSLGDFFHVVWRZRUNSODFHPHQWV
DQG HQVXUHV WKH DYDLODELOLW\ RI LQWHJUDWHG SV\FKRORJLFDO DQG HPSOR\PHQW VXSSRUW 7VDQJ
7KHSUDFWLFHRIYRFDWLRQDO UHKDELOLWDWLRQ ,36 LQSDUWLFXODU LVSURPRWHG LQ WKHUDSHXWLF
UDWKHU WKDQ HFRQRPLF WHUPV ZLWK VWDWHPHQWV VXFK DV 0DUURQH DQG *RORZDND·V 
´(PSOR\PHQW LV KHDOLQJ UHJDUGOHVV RI WKHGLVHDVHµ S  7KLV LV LQ OLQHZLWK WKHDGYRFDWLQJ
WRQHRIYRFDWLRQDOUHKDELOLWDWLYHOLWHUDWXUH
& 3UDFWLFH7UDQVLWLRQVIURPLQFDSDFLW\EHQHILWVWR(6$
,QSUDFWLFHWKHFUHGHQFHRIGLVDELOLW\DVSUHYHQWLQJDQLQGLYLGXDOIURPJDLQLQJHPSOR\PHQW
LV LQFUHDVLQJO\ FKDOOHQJHG E\ WKH DYDLODELOLW\ RI YRFDWLRQDO DQG HGXFDWLRQDO SURJUDPPHV
7KURXJK WKH YRFDWLRQDO UHKDELOLWDWLYH DFWLYLW\ RI WKH -RE &HQWUH DQG ':3 WKRVH ZKR
SUHYLRXVO\TXDOLILHGIRULQFDSDFLW\EHQHILWVDUHQRZEHLQJWKRURXJKO\VFUXWLQLVHG,IWKHUHVXOWV
RI VXFK VFUXWLQ\ VXJJHVW WKDW WKH LQGLYLGXDO LV QRW FDWHJRULFDOO\ GLVDEOHG LQGLYLGXDOV ZKR
SUHYLRXVO\ UHFHLYHG LQFDSDFLW\ EHQHILWV DUHPRYHGDVPXFKDV SRVVLEOH RQWR (PSOR\PHQW
6XSSRUW $OORZDQFH (6$ +RXVWRQ DQG /LQGVD\  ,Q RUGHU WR PDLQWDLQ WKLV VWULQJHQW
DOORZDQFH WKHVH LQGLYLGXDOV PXVW HYLGHQFH HPSOR\DELOLW\ HQKDQFLQJ EHKDYLRXUV ,Q WKH
':3·VSURYLVLRQRIDQHPSOR\PHQW VXSSRUWDOORZDQFH UDWKHU WKDQDQ LQFDSDFLW\ EHQHILW LV
WKHDVVXPSWLRQ WKDW WKH LQGLYLGXDOZKR LVQRWFDWHJRULFDOO\GLVDEOHG LVRQO\SUHYHQWHG IURP
ILQGLQJHPSOR\PHQWEHFDXVHWKH\ODFNWKHUHVRXUFHVUHVRXUFHIXOQHVVUHTXLUHG+RXVWRQDQG
/LQGVD\  7KLV PRYHPHQW IURP LQFDSDFLW\ EHQHILWV WR VXFK DQ DOORZDQFH WKXV
UHFRQVWUXFWV GLVDELOLW\ DV GLVDGYDQWDJH   ,W LV GHPRQVWUDWLYH RI WKH SRVW ZHOIDUH UHIRUP
GHVLJQHGWRUHWUDFWWKHZHOIDUHPHFKDQLVPVE\ZKLFK´LPPRUDOGHSHQGHQFHµLVPDLQWDLQHG
/DUQHU
,QVXPPDU\WKHOLWHUDWXUHUHYLHZDUJXHVWKDWWKHKLJKOLJKWHGGLVFRXUVHVZRUNWRJHWKHULQVXFK
DZD\WKDWWKH´UHDOLW\µRIGLVDELOLW\GLVWUHVVLQUHODWLRQWRHPSOR\PHQWLVLQFUHDVLQJO\PHWZLWK
VFHSWLFLVP+RXVWRQDQG/LQGVD\+RZHYHUGLVDGYDQWDJHLVSHUPLWWHGZLWKLQWKHPRUH
LQWHUDFWLYHQDWLRQVRIHPSOR\DELOLW\DQG WKLVGLVDGYDQWDJH LVPHWZLWK LQVWLWXWLRQDOHIIRUWV WR
LQFUHDVH WKH SUREDELOLW\ RI HPSOR\PHQW WKURXJK SUDFWLFHV RI   (6$ SURYLVLRQ DFWLYDWLRQ

  
WKURXJK  YRFDWLRQDO UHKDELOLWDWLRQ OLIHORQJ OHDUQLQJ HW FHWHUD DOO RIZKLFK WKH LQGLYLGXDO LV
UHVSRQVLEOH WRPD[LPLVH DQG RSWLPLVH 0F4XDLG 2Q WKH IOLS VLGH WKH DYDLODELOLW\ RI
WKHVH SUDFWLFHV YLOLI\ WKRVH ZKR GR QRW DGDSW RU HQJDJH WR DOOHYLDWH WKHLU GLVDGYDQWDJH
:LOWRQ5LJKWVDQGUHVSRQVLELOLWLHVDUHWKXVNHSWLQEDODQFHWKURXJKVWLJPDWLVDWLRQDQG
UHVWULFWLRQV LQWKHDYDLODELOLW\RIEHQHILWVSDUWLFXODUO\DVWKHDJLQJSRSXODWLRQSODFHVJUHDWHU
SUHVVXUHRQWKHZHOIDUHEXGJHW+RXVWRQDQG/LQGVD\
& 1RWHZRUWK\(PSLULFDO5HVHDUFK
+DYLQJHVWDEOLVKHGDJHQHDORJLFDOSHUVSHFWLYHRQWKHXVHRIHPSOR\DELOLW\ LQOLWHUDWXUHDQG
LWVSRZHUUHODWHG LPSOLFDWLRQV WKH OLWHUDWXUH UHYLHZZLOO QRZFRQVLGHUDQGFULWLTXHHPSLULFDO
UHVHDUFKRQWKHWRSLF,QOLJKWRIWKHEURDGDQGPXOWLGLVFLSOLQDU\LQWHUHVWLQHPSOR\DELOLW\WKH
HPSLULFDO UHVHDUFK WR EH UHYLHZHG KHUH ZLOO EH OLPLWHG WR SV\FKRORJLFDO LQWHUYHQWLRQV WKDW
KDYHGHYHORSHGWRVXSSRUWWKRVHZLWKVHYHUHPHQWDOLOOQHVVHVLQWRHPSOR\PHQW7KLVUHVHDUFK
LVFRQVLGHUHGPRVWSHUWLQHQWWRWKHFXUUHQWUHVHDUFKVWXG\EHFDXVHLWGHPRQVWUDWHVWKHIRUPV
RILQWHJUDWHGSV\FKRORJLFDODQGYRFDWLRQDOVXSSRUWWKDWKDYHHVWDEOLVKHGYDOLGLW\LQWKHQHR
OLEHUDOFRQWH[W
& ,QGLYLGXDO3ODFHPHQWDQG6XSSRUW,36
,36 KDV EHHQ GHVFULEHG DV D ´FDUHIXOO\ GHILQHG DQG WHVWHG YDULDWLRQ RI VXSSRUWHG
HPSOR\PHQWµ/DZORUDQG3HUNLQVWKDWZDVFRQFHLYHGWKURXJKUHVHDUFKLQWKH86$,WLV
RI SURYHQ DSSURSULDWHQHVV IRU WKRVH IDFLQJ FRPSOH[ HPSOR\PHQW EDUULHUV VXFK DVPHQWDO
LOOQHVVKRPHOHVVQHVVFULPLQDOKLVWRU\DQGLVGHVLJQHGWRPHHWHPSOR\PHQWQHHGV LQVSLWHRI
WKHVH LQGLYLGXDO SV\FKRVRFLDO EDUULHUV /DZORU DQG 3HUNLQV  6HUYLFH XVHUV SURJUHVV
WKURXJKWKHSURJUDPPH·VVWHSVZLWKWKHLQWHJUDWHGFOLQLFDODQGHPSOR\PHQWVXSSRUW7KHVH
DUH UHIHUUDO EXLOGLQJ D UHODWLRQVKLS YRFDWLRQDO DVVHVVPHQW LQGLYLGXDO HPSOR\PHQW SODQ
REWDLQLQJ HPSOR\PHQW IROORZXS VXSSRUW %RQG  ,QGLYLGXDOV DUH VXSSRUWHG WR GR VR
DFFRUGLQJ WR WKH SULQFLSOHV RI ,36 ´JRDO RI FRPSHWLWLYH HPSOR\PHQW HOLJLELOLW\ EDVHG RQ
FRQVXPHUFKRLFHUDSLGMREVHDUFKLQWHJUDWLRQRIYRFDWLRQDODQGFOLQLFDOVHUYLFHVDWWHQWLRQ
WR FRQVXPHU SUHIHUHQFHV WLPHXQOLPLWHG DQG LQGLYLGXDOLVHG VXSSRUW DQG SHUVRQDOLVHG

  
EHQHILWV FRXQVHOOLQJµ %RQG  /DZORU DQG 3HUNLQV  VKRZ WKDW RI  UDQGRPL]HG
FRQWUROOHG WULDOV FRQGXFWHG DOO GHPRQVWUDWHG WKH HIIHFWLYHQHVV RI ,36 LQ IDFLOLWDWLQJ
FRPSHWLWLYH HPSOR\PHQW ZKHQ FRPSDUHG ZLWK SUHYRFDWLRQDO WUDLQLQJ 7RJHWKHU WKHVH
VWXGLHVDFKLHYHGDQDYHUDJHHPSOR\PHQW UDWHRIDPRQJ ,36 VHUYLFHXVHUVFRPSDUHG
ZLWKWKHSUHYRFDWLRQDOWUDLQLQJ·V
7UDGLWLRQDO YRFDWLRQDO UHKDELOLWDWLRQ DSSURDFKHV DUH FRPPRQO\ FULWLFLVHG IRU WKHLU
FRQVWUXFWLRQVRIPHQWDOKHDOWKGLIILFXOWLHVDVGLVUXSWLQJHPSOR\PHQW%RQGDQG'UDNH
7KHVH FRQVWUXFWLRQV KDYH MXVWLILHG VLJQLILFDQWO\ SUHFDXWLRQDU\ SUHYRFDWLRQDO WUDLQLQJ RU WKH
LQVWLWXWLRQDOL]HG VHJUHJDWLRQ LQ VKHOWHUHGZRUNVKRSV IRU H[DPSOH -DFNVRQ  +RZHYHU
DQDOWHUQDWLYHUHFRYHU\RULHQWHGXQGHUVWDQGLQJHQFRXUDJHVWKHGHQXQFLDWLRQRIWKHDERYH
SUDFWLFHV 5HVHDUFKHUV RI ,36   HQWKXVLDVWLFDOO\ DUJXH DJDLQVW VXJJHVWLRQV WKDW HDUO\ ZRUN
SODFHPHQWDQGSRVWHPSOR\PHQWSV\FKRORJLFDOVXSSRUWDUHLUUHVSRQVLEOH%RQG7KH\
VXJJHVWWKDWWKLVDSSURDFKLVLQIDFWIDFLOLWDWLYHRIUHGXFHGV\PSWRPV%RQG$QGLQVR
GRLQJ WKH\ SRLQW WR WKH ILQGLQJ WKDW HPSOR\PHQW EXLOGV VHOIHIILFDF\ LQ D PDQQHU WKDW
SURPRWHVUHFRYHU\IURPPHQWDOKHDOWKLVVXHV%RQG
0XOWLSOH VWXGLHV DV UHSRUWHG E\ 7VDQJ HW DO  KDYH VRXJKW WR DXJPHQW ,36 7KHVH
SDUWLFXODU UHVHDUFKHUVFKRVH WRGR VRE\DGGLQJDVRFLDO VNLOOV WUDLQLQJ IRFXV ,Q VSLWHRI ,36·
VXFFHVV MRE WHUPLQDWLRQV DPRQJ VHUYLFH XVHUV ZHUH QRWDEO\ DWWULEXWHG WR LQWHUSHUVRQDO
FRPPXQLFDWLRQ LVVXHV :KLOH %RQG ·V PHWDDQDO\VLV IRXQG DQ DYHUDJH HPSOR\PHQW
UDWH RI  WKH VWXGLHV WKDW DXJPHQWHG ,36ZLWK DQ LQWHUSHUVRQDO WUDLQLQJ IRFXV DFKLHYHG
HPSOR\PHQWUDWHVZLWKLQFUHDVHVLQWKHVHUYLFHXVHUV·DYHUDJHMREWHQXUH7VDQJHWDO

,36 KDV EHHQ HIIHFWLYHO\ LPSOHPHQWHG ZLWKLQ +RQJ .RQJ ZLWK QRWDEOH FURVVFXOWXUDO
FRQVLGHUDWLRQV7VDQJHWDO·VVWXG\KLJKOLJKWHGWKHQHHGIRUWKRVHVHHNLQJWRDGDSWWKH
LQWHUYHQWLRQFURVVFXOWXUDOO\WRH[HUFLVHDZDUHQHVVRIKRZFXOWXUHVSHFLILFYDOXHVSDUWLFXODUO\
VXUURXQGLQJ HPSOR\PHQW DQG PHQWDO LOOQHVV PD\ FUHDWH XQLTXH EDUULHUV WR HPSOR\PHQW
ZKLFKWKH LQWHUYHQWLRQ LQ LWVRULJLQDOIRUPZDVQRWGHVLJQHGWRDGGUHVV)RUH[DPSOHVRFLDO
VNLOOV WUDLQLQJ DQG FRPPXQLFDWLRQ ZHUH FRQVLGHUHG RI KLJKHU SULRULW\ ZLWKLQ +RQJ .RQJ·V

  
FRPSDUDWLYHO\FROOHFWLYLVWFXOWXUHZKLOHLQ$PHULFDQWDVNDFKLHYHPHQWZHUHWKHWHUPVZLWKLQ
ZKLFKEDUULHUVZHUHSHUFHLYHG
)XUWKHU UHVHDUFK KDV H[SORUHG WKH LPSOHPHQWDWLRQ RI ,36 DORQJVLGH ,PSURYLQJ $FFHVV WR
3V\FKRORJLFDO 7KHUDSLHV ,$37 PHQWDO KHDOWK WUHDWPHQW 6WHDGPDQ DQG 7KRPDV 
,PSRUWDQWO\ WKH HVWDEOLVKPHQW RI ,$37 VHUYLFHV LV DVVRFLDWHG ZLWK /RUG /D\DUG D VRFLDO
HFRQRPLVWZKR SULRULWLVHGPHQWDO KHDOWK VXSSRUW DFFHVV WRPDQDJH WKH LPSDFW LW KDG RQ
LQGLYLGXDODQGQDWLRQDOHFRQRPLFSURGXFWLYLW\+ROODQG7KHILQGLQJVRI6WHDGPDQDQG
7KRPDV·  UHVHDUFK GHPRQVWUDWHG WKDW WKH OHQJWK RI ,$37 ZDLWLQJ OLVWV DQG WKH ,$37
SUDFWLWLRQHUV·OLPLWHGNQRZOHGJHRIWKH,36SUDFWLFHOLPLWHGWKHH[WHQWWRZKLFKSDUWLFLSDWLQJ
FOLHQWVEHQHILWHGIURPWKHLQWHJUDWLRQ1RWDEO\WKRVHZKRRQO\UHFHLYHG,36VXSSRUWIHOWWKDW
,$37 VXSSRUW ZDV QR ORQJHU QHFHVVDU\ DQG VRPH RSWHG WR UHFHLYH ,36 VXSSRUW DORQH IRU
YDULRXVUHDVRQVVXFKDVSUHYLRXVHQJDJHPHQWZLWK,$376WHDGPDQDQG7KRPDV
7KHFRQVWUXFWRI UHFRYHU\HPHUJHVDV VLJQLILFDQWZKHQ ORRNLQJDW ,36FULWLFDOO\ 6ODGHHWDO
 GHVFULEH ,36 DV GHVLJQHG WR PHHW HPSOR\PHQW QHHGV LQ VSLWH RI LQGLYLGXDO
SV\FKRVRFLDOEDUULHUV WRHPSOR\PHQW ,36 LV WDUJHWHG WR VXSSRUW WKRVHZKRVH´FLWL]HQVKLSµ LV
GLVUXSWHGE\VXFKEDUULHUV,WGRHVVRE\HQVXULQJWKDWVXFKLQGLYLGXDOVFDQSDUWLFLSDWHLQ WKH
FRPSHWLWLYHODERXUPDUNHWZKLFKLVDVLJQLILFDQWGLPHQVLRQRIFLWL]HQVKLSDVVKRZQE\/DUQHU
&LWL]HQVKLSLVDQREMHFWLYHRI,36ZKLOHUHFRYHU\LVDV6ODGHHWDOGHPRQVWUDWH
DQH[SHFWDWLRQRI,36,36LVWKHUHIRUHDSUDFWLFHWKDWDOLJQVUHFRYHU\DQGFLWL]HQVKLSZLWKRQH
DQRWKHU7KHVHFRQVWUXFWVLQWXUQYDOLGDWHSDUWLFLSDWLRQLQDQGFRQWULEXWLRQWRVRFLHW\DQG,36
DV D GRPLQDQW LQWHUYHQWLRQ IRU WKRVH ZLWK VHYHUH PHQWDO KHDOWK LVVXHV YDOLGDWHV WKH
FRQVWUXFWLRQWKDW´:RUNLVUHFRYHU\µIRUWKHVHLQGLYLGXDOV6ODGHHWDODQGYRFDWLRQDO
UHKDELOLWDWLRQ OLWHUDWXUHDVVHUWV WKDW ´UHFRYHU\µ LV WKH ´UHFRYHU\RI OLIHµ LQ SURPRWLRQDO WHUPV
KRZHYHU WKLV FRQVWUXFWLRQ DOVR SUHVFULEHV SDUWLFXODU H[SHULHQFHV RI ´UHFRYHU\µ WR SULRULWLVH
VRFLHWDOFRQWULEXWLRQDERYHLQVSLWHRIUHFRYHU\IURPPHQWDOKHDOWKGLIILFXOWLHVRUGLVWUHVV
,PSRUWDQWO\ WKLV XQGHUVWDQGLQJ RI UHFRYHU\ ZKLFK LV PDWFKHG ZLWK WKH ,36· PRGHO RI
LQWHJUDWHG SV\FKRORJLFDO VXSSRUW KDV VLJQLILFDQW SRZHUUHODWHG LPSOLFDWLRQV IRU WKH
HFRQRPLFDOO\DFWLYHVXEMHFWZKRDOVRKDVVHYHUHPHQWDOLOOQHVV7KLVFUHDWHVDVXEMHFWZKRLV

  
HQWLWOHGWRDXWRQRP\E\YLUWXHRIWKHLUHFRQRPLFDFWLYLW\EXWFKDOOHQJHVWKHLUFLWL]HQVKLSE\
QHFHVVLWDWLQJWKHVXEMHFW·VGHSHQGHQFHXSRQRUREOLJDWLRQWRDPHQWDOKHDOWKSUDFWLWLRQHU
7KHLUHFRQRPLFDFWLYLW\DQGDXWRQRP\LVXVHIXOWRWKHH[WHQWWKDWLWIXUWKHUVQDWLRQDODJHQGDV
EXWLWLVRWKHUZLVHOLPLWHG)RXFDXOGLDQWKLQNLQJZRXOGHQFRXUDJHTXHVWLRQVDERXW,36·DELOLW\
WRVLPXOWDQHRXVO\ IDFLOLWDWHJRYHUQPHQWDOLW\ZLWKLQ WKHKRPRHFRQRPLFXVVXEMHFWZKLOHDOVR
PDLQWDLQLQJGLVFLSOLQDU\VRFLDOFRQWURORIWKHVXEMHFWZKRLVUHFRYHUHGHQRXJKWRZRUN
7KH ILQDQFLDO UHOHYDQFH RI ,36 LV VLJQLILFDQW ,W LQWHJUDWHV DXWRQRP\ DQG GLVFLSOLQDU\
GHSHQGHQFH ZLWKLQ WKRVH LQGLYLGXDOV ZKRVH LOOQHVV UHSUHVHQWV WKH ´JUHDWHVW EXUGHQ RI
GLVHDVHµ %RQGDQG'UDNHDQG LVKHDYLO\ WD[LQJRQ WKHZHOIDUH V\VWHP$QHROLEHUDO
SULRULW\LVWKHGLVPDQWOLQJRIWKHZHOIDUHV\VWHPDQGVRSHUKDSVLW IROORZVWKDWZLWKLQWKHQHR
OLEHUDOFRQWH[W,36LVRQHRIWKHPRVWFHOHEUDWHGUHFRYHU\SUDFWLFHVZLWKWKHODUJHVWHYLGHQFH
EDVHDPRQJHPSOR\PHQW VXSSRUWSUDFWLFHV $VQHZHU UHVHDUFK IURP ,36 IRXQGHUVQRWDEO\
HPSKDVLVHV ,36 FRVWHIIHFWLYHO\ ORZHUV WKH FRVWV RI GHSHQGHQFH WKDW FRPH ZLWK PHQWDO
LOOQHVV %RQGDQG'UDNH  ,WGRHVQRWHOLPLQDWH WKLVGHSHQGHQFHEXW UHGHILQHVZKHUH
VXFK GHSHQGHQFH LV SHUPLWWHG WR H[LVW LQ WKH QHROLEHUDO VRFLHW\ %RQG DQG 'UDNH 
GHVFULEHLWDVVXSHULRUWRHPSOR\PHQWRFFXSDWLRQDOVXSSRUWFRQWH[WVWKDWDOORZLQGLYLGXDOVWR
UHPDLQ RXWVLGH RI WKH FRPSHWLWLYH ODERXU PDUNHW VXFK DV GD\ KRVSLWDOV DQG VKHOWHUHG
ZRUNVKRSV +RZHYHU DV WKH\ GHFU\ WKHVH SUDFWLFHV DQG FRQWH[WV WKHLU ODQJXDJH VWURQJO\
HPSKDVLVHV QRWLRQV RI HWKLFV DQGPRUDOLW\ UDWKHU WKDQ WKH HFRQRPLF LPSHUDWLYHV WKDW ,36
DSSHDVHV 7KHVH SUDFWLFHV DUH GHVFULEHG DV ´FRPSOHWHO\ LQHIIHFWLYH DQG HYHQ KDUPIXO
EHFDXVHWKH\SURPRWHGHSHQGHQF\DQGGHPRUDOLVDWLRQµ%RQGDQG'UDNHS<HW
WKLV OLWHUDWXUH UHYLHZDUJXHV WKDW WKHFOLQLFDOHIIHFWLYHQHVVDQGHPSLULFDO VWUHQJWKRI ,36 LVD
IXQFWLRQRILWVGLVFXUVLYHHFRQRPLFDQGWKHUHIRUHSROLWLFDOXWLOLW\
,PSRUWDQWO\ -D\ :DWWV QRWHV WKDW WKH QHROLEHUDO DJHQGD KDV FRRSWHG WKH UHFRYHU\
PRYHPHQWHQVXULQJ WKDW LWFRQIRUPV WRPDUNHW UHDOLW\0DUNHW UHDOLW\ LVGHILQHGE\(VSRVLWR
DQG3HUH]DVRQHZKHUH´DOOIRUPVRILQWHUYHQWLRQDUHEDVHGRQLVVXHVUHODWHGWRFRVW
HIIHFWLYHQHVV DQG EHFRPH FHQWUHG RQ WKH LQGLYLGXDO LUUHVSHFWLYH RI WKH VRFLDO IDFWRUV
SUHVXPHGUHVSRQVLEOHIRUWKHSUHVXPHGGHILFLHQF\µS<HWDV:DWWVVKRZVWKLV

  
PDUNHW UHDOLW\ RU DV VKH FDOOV LW QHROLEHUDO IDQWDV\ FUHDWHV GHYDVWDWLQJ HIIHFWV RQPHQWDO
KHDOWKWUHDWPHQWDVLWHOHYDWHVWKH7RU\EHOLHILQWKH´GLJQLW\RIZRUNµDWWKHH[SHQVHRIWKRVH
ZKRFDQQRWIXQFWLRQDVH[SHFWHG6KHKLJKOLJKWVWKDWWKRVHLQGLYLGXDOVDUHSXQLVKHGDVQHR
OLEHUDO SUDFWLFHV VXFK DV ,36 ´IRUHFORVH WKH UHDOLW\ RI ORQJWHUP LPSDLUPHQW DQG VWUXFWXUDO
GLVDGYDQWDJHµ 7KLV LV HYLGHQW LQ WKHFKDQJLQJPHQWDO KHDOWK ODQGVFDSHZKHUHLQ WKH GD\
KRVSLWDOVDQG WKHUDSHXWLFFRPPXQLWLHVDUHJRQH%XWDV:DWWV  VKRZV LW LV WKHVHGD\
KRVSLWDOVHWFWKDWRIIHUHGLPSRUWDQWVXSSRUWWRWKRVHZKRFDQQRWIXQFWLRQDFFRUGLQJWRQHR
OLEHUDOGHPDQGVEHFDXVHRI WKHPRVWHQWUHQFKHGSUREOHPV ,W LV VLJQLILFDQWWKDWWKHVH´OHVV
FRVWHIIHFWLYH LQWHUYHQWLRQVµ UHSUHVHQW WKH LQWHUYHQWLRQV WKDW ,36 IRXQGHUV GHHPFRPSOHWHO\
LQHIIHFWLYHDQGHYHQKDUPIXO
5HWXUQLQJ WR WKH LVVXH RI V\PSWRPRORJ\ V\PSWRPV DUH DOORZHG WR UHPDLQ ZLWKLQ WKH ,36
FRQVWUXFWLRQVRIUHFRYHU\DQGHPSOR\DELOLW\7KH\GRVRWRQHFHVVLWDWHWKHVXSSRUWRIDSV\
SUDFWLWLRQHUZKRFDQ VDIHJXDUG WKH LQGLYLGXDO DQGRU WKHLU QHZZRUNLQJHQYLURQPHQW IURP
WKHHIIHFWV RI WKRVH V\PSWRPV +RZHYHU WDNLQJD VRFLDO FRQVWUXFWLRQLVW YLHZRI WKH VHYHUH
PHQWDO LOOQHVV GLDJQRVHV WKDW ZDUUDQW VXSSRUW IURP SV\SUDFWLWLRQHU LQ ,36 GLDJQRVHV DQG
UHODWHG V\PSWRPV DUH SURGXFWV RI VRFLDO FRQVWUXFWLRQV ZKLFK LQ QHROLEHUDO IDVKLRQ XVH D
ELRPHGLFDOPRGHO WR LQGLYLGXDOLVH VRFLDOSUREOHPV$FFRUGLQJ WR(VSRVLWRDQG3HUH] 
VXFK FRQVWUXFWLRQV DUHHIIHFWLYH LQ ´QHFHVVLWDWLQJ SROLWLFDO DQGRU SURILW GULYHQ REMHFWLYHVµ
VXFKDV,36
&KDOOHQJLQJWKH´UHDOLW\µRIVHYHUHPHQWDO LOOQHVVHVDQGIRFXVLQJRQWKHSROLWLFDOXWLOLW\RI,36
RIIHUV DQ DOWHUQDWLYH XQGHUVWDQGLQJ RI WKH UROH RI SV\SUDFWLWLRQHUV LQ ,36 $UJXDEO\ SV\
SUDFWLWLRQHUV LQ ,36 FKDOOHQJH WKRXJKWV DQG EHKDYLRXUV WKDW GHYLDWH IURP WKH QHROLEHUDO
UHTXLUHPHQWV RI SRVLWLYH DIIHFW DQG HFRQRPLF SURGXFWLYLW\ UDWKHU WKDQ ´SV\FKLDWULF
QRUPDOLW\µ $V 8·UHQ  VXJJHVWV SV\SUDFWLWLRQHUV ZRUN WR KHOS LQGLYLGXDOV PDQDJH
´V\PSWRPVµ WKDW FRXOG LQVWHDG EH XQGHUVWRRG DV SURGXFWV RI WKH ORQHOLQHVV DSDWK\ DQG
FRPSHWLWLRQZKLFKFDQEHDWWULEXWHGWRWKHQHROLEHUDOGHPDQGVSODFHGRQWKH LQGLYLGXDO
8·UHQ(VSRVLWRDQG3HUH]UDWKHUWKDQFRQVWUXFWVRI´SV\FKRSDWKRORJ\µ


  
& ,QGLDQDSROLV9RFDWLRQDO,QWHUYHQWLRQ3URJUDPPH,9,3
7VDQJDOVRUHSRUWVWKHUHVHDUFKWKDWKDVOHGWRWKH,QGLDQDSROLV9RFDWLRQDO,QWHUYHQWLRQ
3URJUDPPH ,9,3 /\VDNHU HW DO  7KLV LV DQ H[FOXVLYH SV\FKRORJLFDO LQWHUYHQWLRQ
GHVLJQHG IRU LQWHJUDWLRQ ZLWK YRFDWLRQDO SURJUDPPHV LQFOXGLQJ SDLG HPSOR\PHQW
SODFHPHQWV,WVLPSOHPHQWDWLRQRILQGLYLGXDODQGJURXS&RJQLWLYH%HKDYLRXUDO7KHUDS\&%7
LQWHUYHQWLRQV SUHVXPHV WR WDFNOH WKH HIIHFW RI LQWHUQDO VWLJPDWL]DWLRQ VHOIHIILFDF\ DQG
G\VIXQFWLRQDO EHOLHIV RQ HPSOR\PHQW RXWFRPHV DQG HFKRHV ILQGLQJV VXSSRUWLQJ D PXWXDO
UHODWLRQVKLSEHWZHHQHPSOR\PHQWDQGVHOIHVWHHP7VDQJHWDOUHSRUWHGWKDWWKH,9,3
DSSURDFKZDVRIVLPLODUHIIHFWLYHQHVVWRWKHLURZQHQKDQFHPHQWRI,36
/\VDNHUDQG)UDQFH·VUHVHDUFKSUHFHGHGWKHGHYHORSPHQWRI,9,3DQGVXJJHVWHGWKDW
JHQHUDOO\ SV\FKRWKHUDS\ DOORZHG YRFDWLRQDO UHKDELOLWDWLRQ VHUYLFH XVHUV WR ´UHIUDPH ROG
LGHDV TXHVWLRQ LQFRQVLVWHQFLHV DQG NHHS WUDFN RI WKH VWUXFWXUH DQG FRQWHQW RI UHYLVHG
QDUUDWLYH XQWLO IXOO\ LQWHJUDWHG LQWR PHPRU\«ZLWKLQ D UHIOHFWLYH DQG QRQKLHUDUFKLFDO
UHODWLRQVKLSµ )XUWKHUPRUH EHKDYLRXUDO PHWKRGV KDYH EHHQ VKRZQ WR EH QRWDEO\ PRUH
HIIHFWLYH IRU WKRVH H[SHULHQFLQJPHQWDO KHDOWK LVVXHV 3UXHWW HW DO  ,Q VSLWH RI WKHVH
SURPLVLQJUHVXOWVWKHOLWHUDWXUHGRHVQRWRIIHUFOHDULQVLJKWLQWRWKHSRVVLELOLW\RILQWHJUDWLQJWKH
KLJKO\DFFODLPHG,36ZLWK&%7RUWKHDSSURSULDWHSRLQWVRILQWHJUDWLRQDQG\HWWKHHYLGHQFH
EDVHG VWDWXV RI HDFK LQ UHKDELOLWDWLQJPHQWDO KHDOWK VHUYLFH XVHUV ZRXOG QHFHVVLWDWH VXFK
LQWHJUDWLRQ
.XNOD'DYLVDQG/\VDNHU H[SORUH WKHHIIHFWLYHQHVVRI ,9,3DPRQJWKRVHFRQFXUUHQWO\
HQJDJHG LQ&%7 IRUZRUNRXWFRPHVDQG LQDZRUNSODFHPHQW  7KH\HVWDEOLVK WKDWH[LVWLQJ
OLWHUDWXUH H[SODLQLQJ SUHGLFWRUV RI WKLV SURJUDPPH·V VXFFHVV LV LQFRQFOXVLYH 7KH\ VKRZ IRU
H[DPSOHWKDWLPSURYHPHQWVLQKRSHDQGVHOIHVWHHPGRQRWQHFHVVDULO\HQVXUHSRVLWLYHZRUN
RXWFRPHV DV WKHRUHWLFDOO\ LPSOLHG 6LPLODUO\ WKH\ DUJXH WKDW IDFWRUV VXFK DV ZRUN KLVWRU\
SRVLWLYHQHJDWLYHSV\FKRWLF V\PSWRPVRUYHUEDOPHPRU\FRXOGQRWFRQVLVWHQWO\H[SODLQ WKH
SURJUDPPH·V HIIHFWLYHQHVV DV RWKHU VWXGLHV VXJJHVWHG +RZHYHU WKH\ IRUPXODWH WKH
LPSRUWDQFH RI FOLHQW HQJDJHPHQW LQ SUHGLFWLQJ SRVLWLYH RXWFRPHV DQG WKXV H[SORUH WKH
IDFWRUV WKDWFRXOGEHVDLG WR LQIOXHQFHHQJDJHPHQW 7KH\ LGHQWLI\QHXURFRJQLWLYH IHDWXUHV

  
VHOIHVWHHPDQGHGXFDWLRQDOZRUNKLVWRU\DVLQIOXHQFLQJHQJDJHPHQWLQWKH,9,3SURJUDPPH
DQGWKHUHIRUHZRUNRXWFRPHV
,Q WKLV HYDOXDWLYH VWXG\ LW LV VLJQLILFDQW WKDW WKH UHVHDUFKHUV FRQVWUXFW ZRUN RXWFRPHV LQ D
PDQQHUWKDWUHGXFHVWKHLUIRFXVWRWKHLQGLYLGXDO·VHQJDJHPHQWZLWKLQWKH,9,3SURJUDPPH
:RUN RXWFRPHV DUH WKXV WUDQVIRUPHG LQWR DQ LVVXH RI FOLHQW FKRLFH DQG LQGLYLGXDO
UHVSRQVLELOLW\ ZKHUH LQVWHDG WKH SUDFWLWLRQHU FRQWH[W RU LQWHUYHQWLRQ PD\ EH D VLJQLILFDQW
SUHGLFWRU RI HQJDJHPHQW ,Q IDFW WKH IDFWRUV WKDW DUH VKRZQ WR LQIOXHQFH HQJDJHPHQW
UHVWULFWWKHFRQVWUXFWRIHQJDJHPHQWWRKLJKO\LQGLYLGXDOLVHGDQGPHGLFDOLVHGIDFWRUVVXFKDV
WKH LQGLYLGXDO·V QHXURFRJQLWLYH IXQFWLRQ VHOIHVWHHP DQG HGXFDWLRQDO DWWDLQPHQW 7KH
DXWKRUV· HPSKDVLVH VHOIHVWHHPDQG KXPDQ FDSLWDO DV WKH\ DFFRXQW IRU WKH GLIIHUHQFHV LQ
HQJDJHPHQW QRWHG DPRQJ WKRVH ZLWK VLPLODUO\ VLJQLILFDQW V\PSWRPV ,Q VR GRLQJ WKH\
KLJKOLJKWWKHHIIHFWLYHQHVVRIRQH·VVRFLDOLVDWLRQWRWKHQHROLEHUDOFRQWH[WDVLQIOXHQFLQJWKHLU
FDSDFLW\WRHQJDJHPHQWLQWKLVSURJUDPPH$UJXDEO\WKHSURJUDPLVLWVHOIDWHFKQRORJ\RI
QHROLEHUDO VXEMHFWLYLW\ FODLPLQJ RQO\ WR EH HIIHFWLYH WR WKH H[WHQW WKDW WKH LQGLYLGXDO WDNHV
UHVSRQVLELOLW\IRUWKDWVXEMHFWLILFDWLRQ7KHUHVSRQVLELOLW\RUHQJDJHPHQWWKHLQGLYLGXDOVKRZVLQ
WKH SURJUDP LV XQGHUVWRRG DV JHQHUDOLVDEOH WR ZRUN RXWFRPHV DQG JHQHUDO VHOI
PDQDJHPHQW:KHUHFOLHQWVGRQRWGHPRQVWUDWHFOLQLFDOFKDQJH LQ VSLWHRIHQJDJHPHQW
VLPLODUO\ LQGLYLGXDOLVHGFRQVWUXFWVVXFKDVSDWLHQWVDWLVIDFWLRQRUH[SHFWDWLRQDUH LPSOLFDWHG
+RZHYHU WKH UROHV RI FRQWH[WXDO RU SUDFWLWLRQHUUHODWHG IDFWRUV LQ WKHVH RXWFRPHV DUH QRW
FRQVLGHUHG
& 5HOHYDQFHWRWKH&RXQVHOOLQJ3V\FKRORJ\'LVFLSOLQH
7KHOLWHUDWXUHKDVWKXVVKRZQWKDWHPSOR\DELOLW\ LV LQFUHDVLQJO\FRQVWUXFWHGDVLQWHUQDO WRWKH
LQGLYLGXDO LQ D PDQQHU WKDW LQFHQWLYLVHV WKH LQGLYLGXDO WR WDNH UHVSRQVLELOLW\ IRU WKHLU RZQ
HPSOR\DELOLW\ 7KLV LQWHUQDOLVDWLRQ DSSHDUV WR EHFRPH PRUH DFXWH DV WKH ODERXU PDUNHW
EHFRPHV OHVV SUHGLFWDEOH VXFK WKDW JRYHUQPHQWDO SUDFWLFHV DUH PRUH VXLWHG WR HQVXULQJ
HPSOR\DELOLW\ UDWKHU WKDQ HPSOR\PHQW RXWFRPHV 6XFK LQWHUQDOLVLQJ FRQVWUXFWLRQV KDYH
MXVWLILHG WKH LQWHJUDWLRQ RI LQGLYLGXDOLVLQJ SV\FKRORJLFDO SUDFWLFH LQWR HPSOR\PHQW VXSSRUW

  
DQG YRFDWLRQDO UHKDELOLWDWLRQ ,Q WKH 8. WKLV LQWHJUDWLRQ LV ODUJHO\ D QRWHG SUDFWLFH ZLWKLQ
VWDWXWRU\VHWWLQJV
7KLVFRQVWUXFWLRQRISV\FKRORJLFDOSUDFWLFH·VUROHLQHPSOR\PHQWVXSSRUWLVHYLGHQFHGLQWKH
'HSDUWPHQW RI :RUN DQG 3HQVLRQV· SURSRVDO WR LQWHJUDWH ZLWK ,$37 VHUYLFHV *D\OH 
5KRGHV 7KRVHIDFHGZLWKXQHPSOR\PHQWZHUHWR UHFHLYHSV\FKRORJLFDO LQWHUYHQWLRQ
DV SDUW RI WKHLU HPSOR\PHQW VXSSRUW 8OWLPDWHO\ SURIHVVLRQDO DXWKRULWLHV LQ WKH
SV\FKRORJLFDOSV\FKRWKHUDSHXWLF GLVFLSOLQHV GHFULHG WKLV DUJXDEO\ FRHUFLYH SURSRVDO WR
LQWHJUDWHSV\FKRORJLFDOSUDFWLFHLQWRHPSOR\PHQWVXSSRUW5KRGHV+RZHYHUWKHYHU\
IDFW WKDW WKLVSUDFWLFHEHFDPHDPDWWHURI VRFLDOGLDORJXHGHPRQVWUDWHV WKDW LQWHUQDOLVLQJ
FRQVWUXFWLRQV RI HPSOR\DELOLW\ DUH DFWLYH DQG KDYH WKH SRWHQWLDO WR LPSOLFDWH
SV\FKRORJLFDOSV\FKRWKHUDSHXWLF SUDFWLFH LQ WKH SDWKRORJLVDWLRQ RI XQHPSOR\PHQW $Q
LQGLYLGXDOLVLQJ VROXWLRQZDV SURSRVHG WR VROYH D VRFLDO D SUREOHP 6FDQORQ  'UXFNHU
 ,PSRUWDQWO\ WKH SV\FKRORJLFDO SURIHVVLRQDO ZDV FDOOHG XSRQ WR LPSOHPHQW WKDW
VROXWLRQ
,WWKXVEHFRPHVLPSRUWDQWWRDVNZKDWVXFKGLVFXUVLYHDFWLRQLPSOLHVDERXWWKHSV\FKRORJLFDO
GLVFLSOLQH·V VRFLHWDO UROH ,W LV QHFHVVDU\ WR ZRQGHU KRZ VRFLHW\³DV UHSUHVHQWHG E\ WKH
SDUWLFLSDQWV RI WKLV UHVHDUFK SURMHFW³FRQVWUXFWV HPSOR\DELOLW\·V UHODWLRQVKLS ZLWK WKH
SV\FKRORJLFDOSUDFWLFH ,V LW UHOHYDQWDSSURSULDWHWR LQWHJUDWHSV\FKRORJLFDOSUDFWLFHZLWKLQ
HPSOR\PHQW VXSSRUW SDUWLFXODUO\ LQ OLJKW RI WKH SRWHQWLDO IRU VXFK SUDFWLFH WR EH LPSRVHG
XSRQ YXOQHUDEOH LQGLYLGXDOV E\ YLUWXH RI WKHLU XQHPSOR\PHQWµLPPRUDO GHSHQGHQFHµ"
)XUWKHUPRUH WKH HFRQRPLF LPSHUDWLYH WKDW DSSHDUV WR FKDUDFWHULVH JRYHUQPHQWDO DQG
QDWLRQDO DJHQGDV UHJDUGLQJ HPSOR\DELOLW\ EHJV TXHVWLRQV RI VRFLDO MXVWLFH 7KHVH DUH
TXHVWLRQVSV\FKRORJLVWVPXVWDQVZHUDVWKH\DUHFRPPLVVLRQHGWRSUDFWLFHLQWKRVHVHWWLQJV
%XW D UHWXUQ WR WKH OLWHUDWXUH UHJDUGLQJ WKH SV\FKRORJLFDO GLVFLSOLQHV· UHODWLRQVKLS ZLWK
LQVWLWXWLRQDOSUDFWLFHVKLJKOLJKWVDQHYHQJUHDWHUQHHGIRUWKHGLVFLSOLQHWRUHPDLQUHIOH[LYHDV
LWVXSSRUWVQHROLEHUDOVWDWHSUDFWLFHV


  
& ´3V\'LVFLSOLQHVµDQG1HROLEHUDOLVPLQ6WDWXWRU\6HWWLQJV
%RQGLGHVFULEHVWKHSV\GLVFLSOLQHVDVDIILUPLQJQHROLEHUDOVXEMHFWLYLWLHVDVWKH\ZRUNWR
DOLJQ´SROLWLFDOVRFLDODQGLQVWLWXWLRQDOJRDOVZLWKLQGLYLGXDOSOHDVXUHVDQGGHVLUHVDQGZLWKWKH
KDSSLQHVVDQGIXOILOPHQWRIWKHVHOIµS7RVLPLODUHIIHFW1LNRODV5RVHXQGHUWRRND
JHQHDORJLFDODQDO\VLVRIZKDWKHFDOOHGWKH´SV\FRPSOH[µZKLFKLVVDLGWRFKDUDFWHULVHSV\
GLVFLSOLQHV 3V\GLVFLSOLQHVDUHDOO WKRVHFRQFHUQHGZLWK WKH LQGLYLGXDOPLQG EHKDYLRXU DQG
LQWHUQDOZRUOG$VVXFKWKLVWHUPZLOOEHXVHGWKURXJKRXWWKHSDSHUWRUHIHUWRWKRVHGLVFLSOLQHV
DQGSV\SUDFWLWLRQHUVZLOOEHXVHGWRLGHQWLI\WKRVHLQGLYLGXDOVUHSUHVHQWLQJWKHSV\GLVFLSOLQHV
,Q KLV JHQHDORJ\ 5RVH  GHPRQVWUDWHG WKDW SV\GLVFLSOLQHV DUH WHFKQRORJLHV RI
VXEMHFWLYLW\ WKDW ´PRVW IXOO\ HSLWRPLVH WKH ORJLF RI QHROLEHUDO VXEMHFWLYLW\ LQ WKH SULRULW\
DFFRUGHGWRLQGLYLGXDO OLEHUW\µ%RQGLS$WHFKQRORJ\LH´DPDWUL[RIUHDVRQ
RIVHOILVGHVFULEHGDVSHUPLWWLQJWKHIROORZLQJ
´,QGLYLGXDOVWRHIIHFWE\WKHLURZQPHDQVRUZLWKWKHKHOSRIRWKHUVDFHUWDLQQXPEHU
RIRSHUDWLRQVRQWKHLURZQERGLHVDQGVRXOVWKRXJKWVFRQGXFWDQGZD\RIEHLQJVR
DV WR WUDQVIRUP WKHPVHOYHV LQ RUGHU WR DWWDLQ D FHUWDLQ VWDWH RI KDSSLQHVV SXULW\
ZLVGRPSHUIHFWLRQRULPPRUWDOLW\)RXFDXOWS
3V\GLVFLSOLQHVDUHVDLGWRGRWKHDERYHDFFRUGLQJWRQHROLEHUDOYDOXHV3V\GLVFLSOLQHVVXIIHU
IXUWKHUFULWLFLVP IURP WKRVHZKRGHVFULEH WKHPDV ´LQKHUHQWO\ LQGLYLGXDOLVLQJSV\FKRORJLVLQJ
DQGGHSROLWLFLVLQJ /DVFK  5LHII  6HQQHWW  7XUNOH µZKLFKDFFRUGLQJ WR
%RQGL  LV H[DFWO\ ZKDW QHROLEHUDOLVP UHTXLUHV %RQGL   :LWKLQ VWDWH LQVWLWXWLRQV
VXFKDVWKH1+6DQG,$37VHUYLFHWKHVHHIIHFWVRQWKHLQGLYLGXDODUHVDLGWREHFKDUJHGDQG
WKHQSUHVVXUHG WRSURGXFH ´KLJKO\ LQGLYLGXDOLVHGFRQVXPHUFLWL]HQV %RQGL  S  LQ
UHVSRQVHWRVRFLRHFRQRPLFFULVLV7ULOLYDHWDO
7KH UHVHDUFKH[SORULQJ WKHSV\GLVFLSOLQHVZRUNRI IDFLOLWDWLQJQHROLEHUDO VXEMHFWLYLWLHV WR WKH
DSSHDVHPHQW RI QHROLEHUDO SUDFWLFHV LV PRVW FULWLFDO ZKHUH LW H[SORUHV WKH UHODWLRQVKLS
EHWZHHQ DXVWHULW\ DQG SV\FKRWKHUDS\ SDUWLFXODUO\ LQ WKH FRQWH[W RI WKH *UHHN
VRFLRHFRQRPLF FULVHV 0HQWLQLV  DPRQJ RWKHUV GHPRQVWUDWHV KRZ SV\GLVFLSOLQHV

  
DGDSWWRRHDVLO\WRWKHSUHVVXUHVRIQHROLEHUDOJRYHUQPHQWSUDFWLFHVDQGIXQGLQJFRQVWUDLQWV
WRXOWLPDWHO\HQVXUHWKHSURGXFWLRQRIHFRQRPLFDOO\XVHIXOVHOIKRRGV,WGRHVVRE\SURPRWLQJ
VRFLDO DWRPLVDWLRQ GHSROLWLFDOLVDWLRQ VRFLDOVHOHFWLRQ EDVHG RQ LQGLYLGXDOLVHG VNLOOV DQG
FDSDELOLWLHV0HQWLQLVEXWDWWKHH[SHQVHRILWVFDSDFLW\DQGDUJXDEO\LWVUHVSRQVLELOLW\
WR DFWLYDWH ´HPDQFLSDWRU\ UHVLVWDQFH DQG VROLGDULW\ GLVFRXUVHVµ 7ULOLYD HW DO  7KLV LV
LQGHHGDUHVSRQVLELOLW\RIWKHGLVFLSOLQHJLYHQWKHXQLTXHO\LQWLPDWHSRVLWLRQSUDFWLWLRQHUVDUH
LQ ZKLFK PDNHV WKHP SULY\ WR WKH QHHGV RI FOLHQWV DQG DUJXDEO\ UHVSRQVLEOH WR KLJKOLJKW
WKHP LI QRW PHHW WKHP  0HQWLQLV  UHODWHV WKLV IDLOXUH WR DQ LVVXH RI WKH GLVFLSOLQH·V
LGHQWLW\RUODFNWKHUHRIZLWKWKHIROORZLQJ
´*HQHULF SV\FKRWKHUDS\ LV WRWDOO\ GHSULYHG RI D ODQJXDJH RI LWV RZQ DQG SDUURWV
XQDVKDPHGO\ WKH ODQJXDJH RI HQWUHSUHQHXULDO QHROLEHUDOLVP VKRZLQJ ERWK LWV
WKHRUHWLFDODQGSUDFWLFDOGHVWLWXWLRQDVZHOODV LWV XQGLVSXWDEOH UROHDVD VWDWHDQG
FRUSRUDWHWHFKQRORJ\RIFRQWURO0HQWLQLV
0ROOHU DOVRPDNHV WKHSV\GLVFLSOLQHV· WLHV WRQHROLEHUDOSUDFWLFHDPDWWHURI LGHQWLW\
DQGFULWLFLVHVFRXQVHOOLQJSV\FKRORJ\GLVFLSOLQHIRUEHLQJSDURFKLDODQGULJLGLQLWVGHYRWLRQWR
SKHQRPHQRORJ\LQGLYLGXDOLVLQJDQGKXPDQLVPDXWRQRPLVLQJ6KHKLJKOLJKWVWKHSRWHQWLDO
WKDWWKHGLVFLSOLQHLQ%ULWDLQ´PD\DOVREHLPSOLFLWO\FRQYH\LQJFHUWDLQYDOXHVE\QRWIRFXVLQJ
LWVSURIHVVHGLGHQWLW\RQLVVXHVDURXQGGLYHUVLW\µ0ROOHUS<HWVKHVXJJHVWVWKDWWKH
GLVFLSOLQHPDNHVDVKLIWWRZDUGV$PHULFDQ&RXQVHOOLQJ3V\FKRORJ\SUDFWLFHDQGFRPPLWVWR
´GLYHUVLW\YRFDWLRQDOFDUHHUFRXQVHOOLQJDQGSROLWLFDODGYRFDF\IRUH[DPSOHµS7KHVH
DUH VDLG WREHDEVHQW IURP%ULWDLQ·V&RXQVHOOLQJ3V\FKRORJ\ UHVHDUFK WUDLQLQJDQGSUDFWLFH
0ROOHU
& 6RFLDO-XVWLFH1HROLEHUDOLVPDQG7KLUG6HFWRU6HWWLQJV
0HDQZKLOHWKHFRXQVHOOLQJSV\FKRORJ\GLVFLSOLQHKDVRULHQWHGLWVHOIWRZDUGVRFLDOMXVWLFHDQG
UHFHQWO\GHYHORSHGWKH6RFLDO-XVWLFH1HWZRUN%36+RZHYHUZLWKWKHVRFLDOFULWLTXHV
QRWHGDERYH LW VHHPV WKDW UHIOHFWLRQ XSRQRU SURWHFWLRQDJDLQVW QHROLEHUDOLVP·VGLVWRUWLYH
SRZHU LV QHDU LPSRVVLEOH DW OHDVW LQ VWDWXWRU\ VHWWLQJV <HW %RQGL  GHPRQVWUDWHV

  
GLIIHUHQWO\ LQ KHU YLWDO DQDO\VLV RI QHROLEHUDO VXEMHFWLYLWLHV DQG WKLUG VHFWRU FRXQVHOOLQJ
,URQLFDOO\VKHILQGVWKDWSV\GLVFLSOLQHV·UHOLDQFHXSRQQHROLEHUDODVVXPSWLRQVUHJDUGLQJ´WKH
EHOLHI LQ WKH H[LVWHQFH RI IRUPV RI VXEMHFWLYLW\ WKDW HQDEOH SHRSOH WRPDNH FKRLFHV DERXW
WKHLU OLYHVµ SDOLJQV WKHSV\GLVFLSOLQHVZHOOZLWKDFWLYLVPDQGHPSRZHUPHQW:KLOH WKH
SUDFWLFH RI FRXQVHOOLQJ SV\FKRORJ\ HQFRXUDJHV D GLPHQVLRQ RI QHROLEHUDO DXWRQRP\ LW
PDLQWDLQVD´FRPPLWPHQWWRUHVLVWVRPHIHDWXUHVRIWKLVYHUVLRQRIVXEMHFWLYLW\HVSHFLDOO\LQLWV
DSSHDOWRWKHERXQGHGVHOIPDGHLQGLYLGXDOµ%RQGLS
& 4XHVWLRQV
& 4XHVWLRQVRI´+RZµ"
$FFRUGLQJWR%RQGLSV\SUDFWLFHLQWKHWKLUGVHFWRUDSSHDUVWROLJKWWKHZD\WRZDUGV
LQFUHDVLQJ FRXQVHOOLQJ SV\FKRORJ\·V DIILQLW\ WR VRFLDO MXVWLFH DQG GHYHORSLQJ LWV LGHQWLW\
WKURXJKWKHUHFRPPHQGHGIRFXVRIGLYHUVLW\DQGPXOWLFXOWXULVP0ROOHU1HYHUWKHOHVV
WKHUH LV VWLOO WKH TXHVWLRQ RI ´KRZ H[DFWO\µ JLYHQ WKH GLVFLSOLQH·V XQGHQLDEOH RSHQQHVV WR
DEXVHE\DQGFROOXVLRQZLWKQHROLEHUDOJRYHUQPHQWDOLW\SDUWLFXODUO\LQWKHQHROLEHUDODUHD
RIYRFDWLRQDOUHKDELOLWDWLRQ7KLV´KRZµTXHVWLRQLVDVNHGPRVWHORTXHQWO\E\FDUHHUJXLGDQFH
SUDFWLWLRQHUV
´>+@RZDUHZHDVPHGLDWRUVEHWZHHQLQGLYLGXDOVDQGVRFLHWLHVWRDFWHWKLFDOO\DQG
KRZFDQZHEHVRFLDOO\ MXVW LQRXUHIIRUWWRVXSSRUWWKHVHDUFKIRUPHDQLQJIXOVRFLDO
EHLQJZKHQSXEOLFWURXEOHVDUHH[SHULHQFHGDVSULYDWHWUDJHGLHVDQGWKHFXOWXUHRI
FRPSHWLWLYH FDSLWDOLVP ZKHUH WKHZLQQHU WDNHV DOO OHDYHV LQGLYLGXDOV VR GDPDJHG
DQG FULSSOHG ZLWK VHOIKDWUHG WKDW WKH 6RFUDWLF LGHDO RI GLVFRYHULQJ DQGPRELOLVLQJ
RQH·V ¶DUHWH· LQ WKH VHUYLFH RI WKH FRPPRQ JRRG LV EDUHO\ FRQFHLYDEOH OHW DORQH
UHDOLVDEOHµ6XODWDQD"
6LPLODUFULWLFDO UHVHDUFK IURPZLWKLQ WKHFRXQVHOOLQJSV\FKRORJ\GLVFLSOLQH LV QHHGHG WRKHOS
FODULI\DQDQVZHU7KHQWKHUHLVWKHTXHVWLRQRIZKHWKHUSV\GLVFLSOLQHVFDQEHLQWHJUDWHGWR
HQVXUH VRFLDO MXVWLFH LQ WKH SURYLVLRQ RI YRFDWLRQDO UHKDELOLWDWLYH VHUYLFHV $UJXDEO\ WKLV LV
GHSHQGHQWRQKRZVRFLDOMXVWLFHLVGHVFULEHG&XWWVLQKHUH[SORUDWLRQRIKRZDVRFLDO

  
MXVWLFHDJHQGDPLJKWPDQLIHVWLQWKHFRXQVHOOLQJSV\FKRORJ\GLVFLSOLQHVWDWHVWKDWDFRQFLVH
GHILQLWLRQ GRHV QRW IRUPDOO\ H[LVW ZLWKLQ WKH ILHOG  +RZHYHU VKH GHILQHV LW LQ WKH IROORZLQJ
PDQQHU
´ERWKDJRDORIDFWLRQDQGWKHSURFHVVRIDFWLRQLWVHOIZKLFKLQYROYHVDQHPSKDVLVRQ
HTXLW\ RU HTXDOLW\ IRU LQGLYLGXDOV LQ WKH VRFLHW\ LQ WHUPV RI DFFHVV WR D QXPEHU RI
GLIIHUHQWUHVRXUFHVDQGRSSRUWXQLWLHVWKHULJKWWRVHOIGHWHUPLQDWLRQRUDXWRQRP\DQG
SDUWLFLSDWLRQLQGHFLVLRQPDNLQJIUHHGRPIURPRSSUHVVLRQDQGDEDODQFLQJRISRZHU
DFURVVVRFLHW\µ&XWWV
1HROLEHUDOLVPDSSHDUV WR LQIOXHQFH WKLVGHILQLWLRQEXWDV%RQGL  VKRZV WKDW LVQRW WR
VD\ WKDW VRFLDO MXVWLFHFDQQRWH[LVW LQ VSLWHRIQHROLEHUDOLVP ,WPD\EH WKDWQHROLEHUDOLVP LV
FKDUDFWHULVHG E\ HQRXJK DPELJXLW\ WKDW LW FDQ REOLJDWH WKH LQGLYLGXDO WKURXJK LWV
VXEMHFWLILFDWLRQ RU LW FDQ IDFLOLWDWH DFWLYLVP LQ WKH VSDFH WKDW QHROLEHUDO JRYHUQPHQWDOLW\
DOORZVIRUDJHQF\DQGWKHUHIRUHUHVLVWDQFH
7KLVUHVHDUFKVWXG\WKHUHIRUHEHJLQVZLWKWKHIROORZLQJTXHVWLRQ
 &RXOG SV\GLVFLSOLQH SUDFWLFH LQ WKLUG VHFWRU VRFLDO HQWHUSULVH VHWWLQJV UDWKHU WKDQ
VWDWXWRU\ VHWWLQJV HQDEOH SUDFWLWLRQHUV WR VXSSRUW FOLHQWV LQ DFKLHYLQJ WKHLU
HPSOR\DELOLW\JRDOVLQDVRFLDOO\MXVWDFWLYLVWPDQQHU"
 
& 4XHVWLRQV7KDW+DYH1RW%HHQ$VNHG
)HUJXVRQ  VKRZV WKDW ZKLOH VRFLDO HQWHUSULVHV DUH SDUWLFXODUO\ HIIHFWLYH LQ HQJDJLQJ
WKRVH DW ULVN RI VRFLDO H[FOXVLRQ DQGGHYHORSLQJ WKH VRFLDO DQG KXPDQ FDSLWDO UHTXLUHG WR
HQKDQFHHPSOR\DELOLW\WKHUHLVDQRWDEOHVHSDUDWLRQPDLQWDLQHGEHWZHHQVRFLDOHQWHUSULVHV
DQGSV\GLVFLSOLQHSUDFWLFH 6KHDWWULEXWHV WKLV WR WKH IDFW VRFLDOHQWHUSULVHVDUHDGRSWHG LQ
PHQWDO KHDOWK WR D OLPLWHG GHJUHH $GGLWLRQDOO\ WKHUH LV OLPLWHG VWDWH IXQGLQJ GLUHFWHG DW
HVWDEOLVKLQJ WKH YDOLGLW\ RI VRFLDO HQWUHSUHQHXUVKLS DV D PHDQV RI VXSSRUWLQJ WKRVH ZLWK
SV\FKRORJLFDO QHHGV )XUWKHUPRUH UHVHDUFK FRQGXFWHG E\ VRFLDO HQWHUSULVHV WKHPVHOYHV LV

  
PRUHFRQFHUQHGZLWKEXVLQHVVVXVWDLQDELOLW\DQGVRFLDOPLVVLRQULVN)HUJXVRQQRWHVWKDW
WKHJOREDOODFNLQHPSLULFDOGDWDRQSHUWLQHQWVRFLDOHQWUHSUHQHXUVKLSRXWFRPHVDQGRQWKH
LQWHJUDWLRQRIPHQWDOKHDOWKSUDFWLFHZLWKVRFLDOHQWUHSUHQHXUVKLSPDNHVLWGLIILFXOWWRGHVLJQ
DQ HIIHFWLYH VRFLDO HQWUHSUHQHXULDO LQWHUYHQWLRQ SDUWLFXODUO\ RQH WKDW DOVR PHHWV WKH
UHTXLUHPHQWVRIIXQGLQJ
7KHUHLVOLPLWHGUHVHDUFKWRVXJJHVWWKDWVXFKLQWHJUDWLRQKDVRWKHUZLVHEHHQH[SORUHGRWKHU
WKDQ LQ WKH IRUP RI VRFLDO ILUPV :DUQHU DQG 0DQGLEHUJ  WKDW HPSOR\ LQGLYLGXDOV
GLDJQRVHGZLWKSV\FKLDWULFLOOQHVV+RZHYHUWKLVSUDFWLFHLVFULWLFLVHGIRUWKHFDXWLRXVQHVVZLWK
ZKLFK LW LQKLELWV WKH ´SV\FKLDWULFDOO\ GLVDEOHGµ IURPHQWHULQJ WKHFRPSHWLWLYH ODERXUPDUNHW
0DUURQH DQG*RORZDND  7KHUH DOVR DSSHDUV WR EH DQ DQHFGRWDO DEVHQFH RI SV\
SUDFWLWLRQHUV IURP WKLUG VHFWRU VRFLDOHQWUHSUHQHXULDO VHWWLQJV LQ WKH8. ,WFRXOGEHDUJXHG
WKDW WKH ODFN RI UHVHDUFK WR VXSSRUW VXFK LQWHJUDWLRQ LQ SUDFWLFH LV D FRQVHTXHQFH RI
FRPSODFHQFH DPRQJ PHQWDO KHDOWK UHVHDUFKHUV ZKLFK UHVWULFWV UHVHDUFK DQG SUDFWLFHV
ZLWKLQ WKH UHDOP RIZKDW KDV DOUHDG\ EHHQ HVWDEOLVKHGDV YDOLG  LH LQWHJUDWLRQZLWK VWDWH
LQVWLWXWLRQDO SUDFWLFHV +RZHYHU DQ DZDUHQHVV RI WKH SRZHU WKDW GLVFRXUVH DV )RXFDXOW
XQGHUVWRRG LW KDV WR FUHDWHDQG OLPLW SDUWLFXODU VRFLDO UHDOLWLHV VXJJHVWV WKDW WKLV RVWHQVLEOH
LQFRPSDWLELOLW\XQWDSSHGSRWHQWLDO IRU LQWHJUDWLRQ LV HQVXUHG DQGPDLQWDLQHG E\ GLVFXUVLYH
DFWLRQ$EGXFWLYHUHDVRQLQJWKHQOHDGVWRWKHTXHVWLRQRIZKHWKHUWKHLQFRPSDWLELOLW\H[LVWV
EHFDXVHLWLVRISDUWLFXODUVRFLRSROLWLFDOXWLOLW\
0HQWDOKHDOWK UHVHDUFKRQWKHWRSLF %RQGL)HUJXVRQ WKRXJK OLPLWHGVXJJHVWV
WKDW WKH LQWHJUDWLRQ RI PHQWDO KHDOWK SUDFWLFH DQG VRFLDO HQWUHSUHQHXUVKLS LV D ZRUWK\
YHQWXUH WR EH UHVHDUFKHG +RZHYHU VXFK D SRVVLELOLW\ LV VHHPLQJO\ RPLWWHG IURP VRFLDO
HQWUHSUHQHXULDOUHVHDUFKZKLFKWHQGVWRIRFXVRQVRFLRHFRQRPLFSHUIRUPDQFHUDWKHUWKDQ
WKHZHOOEHLQJRXWFRPHVRIWKHLULQWHUYHQWLRQV$VVXFKLWPD\EHPHDQLQJIXOWRH[SORUHIURP
WKH SHUVSHFWLYH RI VRFLDO HQWHUSULVH WKH SRVVLELOLW\ RI LQWHJUDWLQJ SV\SUDFWLFH ZLWK VRFLDO
HQWUHSUHQHXUVKLS7KLVLVDUJXDEO\DQLQHYLWDEOHILUVWVWHSFRQVLGHULQJWKHSRZHUWKDW7KLUG:D\
3ROLF\ DQG 1HZ 3XEOLF 0DQDJHPHQW DIIRUGV VRFLDO HQWHUSULVHV )XUWKHUPRUH JLYHQ WKH
GLVFLSOLQH·VQHHGWRPDLQWDLQUHIOH[LYLW\UHJDUGLQJLWVDOLJQPHQWZLWKQHROLEHUDOYDOXHVLWPD\

  
EHPRUHPHDQLQJIXO WR WDNH DQ H[WHUQDO SHUVSHFWLYH RI SV\FKRORJLFDO SUDFWLFH·V UROH DQG
UHOHYDQFHWRHPSOR\PHQWVXSSRUW
& 7KH5HVHDUFK4XHVWLRQ
+DYLQJ GHPRQVWUDWHG LQ WKH OLWHUDWXUH UHYLHZ WKH IDU UHDFKLQJ LPSOLFDWLRQV RI DQ\ JLYHQ
FRQVWUXFWLRQRIDGLVFXUVLYHREMHFWHJHPSOR\DELOLW\WKLVUHVHDUFKVWXG\ZLOOVHHNWRDGGUHVV
WKHTXHVWLRQVRXWOLQHGDERYHE\DVNLQJWKHIROORZLQJUHVHDUFKTXHVWLRQ
 +RZGROHDGHUVRIWKLUGVHFWRUVXSSRUWLQJLQGLYLGXDOVDWULVNIRUVRFLDOH[FOXVLRQ LQWKH
HQKDQFHPHQWRIWKHLUHPSOR\DELOLW\FRQVWUXFWHPSOR\DELOLW\"
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
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







  
& 0(7+2'2/2*<
& ,QWURGXFWLRQ
7KLVFKDSWHUZLOO LQWURGXFH WKHHSLVWHPRORJLFDODQGPHWKRGRORJLFDODSSURDFKHV WKDWKDYH
JXLGHGWKLVUHVHDUFKVWXG\·VGHVLJQZKLFKZLOODOVREHGHVFULEHGKHUH$UDWLRQDOHIRUWKHVH
PHWKRGRORJLFDO FKRLFHV ZLOO EH RIIHUHG IROORZHG E\ DQ H[SORUDWLRQ RI WKH SKLORVRSKLFDO
XQGHUSLQQLQJV DQG PHWKRGLFDO FRQVLGHUDWLRQV WKDW ZHUH XOWLPDWHO\ FRQVLGHUHG PRVW
DSSURSULDWH WRDQVZHU WKH UHVHDUFKTXHVWLRQ 7KHFKDSWHUZLOO WKHQHQGZLWKD VHFWLRQRQ
PHWKRGRORJLFDOUHIOH[LYLW\DQGDFRQFOXGLQJVXPPDU\
& 5HPLQGHURIWKH5HVHDUFK$LPVDQG4XHVWLRQ
& 5HVHDUFK$LPV
7KLVUHVHDUFKXOWLPDWHO\DLPVWRGHWHUPLQHWKHIROORZLQJ
 &RXOG SV\GLVFLSOLQH SUDFWLFH LQ WKLUG VHFWRU VRFLDO HQWHUSULVH VHWWLQJV UDWKHU WKDQ
VWDWXWRU\ VHWWLQJV HQDEOH SUDFWLWLRQHUV WR VXSSRUW FOLHQWV LQ DFKLHYLQJ WKHLU
HPSOR\DELOLW\JRDOVLQDVRFLDOO\MXVWDFWLYLVWPDQQHU
+RZHYHUWKHUHLVOLPLWHGUHVHDUFKWRVXJJHVWWKDWVXFKLQWHJUDWLRQKDVEHHQH[SORUHGRWKHU
WKDQ LQ WKH IRUP RI VRFLDO ILUPV WKDW HPSOR\ LQGLYLGXDOV GLDJQRVHG ZLWK SV\FKLDWULF LOOQHVV
)XUWKHUPRUH WKHUH LVDQDSSDUHQWDEVHQFHRISV\SUDFWLWLRQHUV IURPWKHWKLUG VHFWRUHIIRUWV
SDUWLFXODUO\ WKH SRSXODU VRFLDO HQWUHSUHQHXULDO HIIRUWV WR HQKDQFH HPSOR\DELOLW\ +RZHYHU
HPSOR\DELOLW\LVFRPPRQO\FRQVWUXFWHGLQLQWHUQDOLVLQJSV\FKRORJLFDOFRQVWUXFWLRQV.LPHWDO
 9DQKHUFNH HW DO WR DQ H[WHQW WKDW SV\FKRORJLFDO SUDFWLFH LV LPSOLFDWHG LQ
HPSOR\PHQW VXSSRUW SURYLGHG E\ VWDWXWRU\ VHWWLQJV 3HUKDSV VXFK DQ DEVHQFH RI SV\
SUDFWLFH LV LQ WKH LQWHUHVW RI VRFLDO MXVWLFH RU DQ LVVXH RI IXQGLQJ RQ WKH SDUW RI WKH VRFLDO
HQWHUSULVHV+RZHYHU %RQGL  VKRZV WKDWFRXQVHOOLQJSV\FKRORJ\SUDFWLFHPDLQWDLQVD
FDSDFLW\ DQG D ´FRPPLWPHQW WR UHVLVW VRPH IHDWXUHV RI WKLV >QHROLEHUDO@ YHUVLRQ RI
VXEMHFWLYLW\HVSHFLDOO\ LQ LWVDSSHDO WR WKHERXQGHG VHOIPDGH LQGLYLGXDORI OLEHUDO WKHRU\µ
%RQGLS6KHVKRZVWKDWWKHGLVFLSOLQH·VQHROLEHUDOGLVSRVLWLRQ LURQLFDOO\DOLJQV LW
ZLWK UHVLVWDQFHDQGDFWLYLVPDQG WKLV LVSRVVLEOH LQ WKLUG VHFWRU VHWWLQJV %XW VWLOO LWVSRWHQWLDO

  
DSSHDUV WR UHPDLQ XQH[SORUHG LQ UHVHDUFK DQG LQ SUDFWLFH :LWK D )RXFDXOGLDQ FXULRVLW\
UHJDUGLQJ WKHDELOLW\ RI GLVFRXUVH WRFUHDWHDQG LQKLELW YDULRXV VRFLDO UHDOLWLHV WKLV UHVHDUFK
VWXG\WKXVDLPVWRGRWKHIROORZLQJ
 6HW WKH VWDJH IRU WKH TXHVWLRQ SRVHG DERYH E\ DVNLQJ KRZ GLVFRXUVH ZRUNV WR
FRQILJXUH WKLVDSSDUHQW LQFRPSDWLELOLW\EHWZHHQSV\SUDFWLFHDQGHPSOR\DELOLW\
HQKDQFLQJWKLUGVHFWRUVHWWLQJVPDLQO\VRFLDOHQWHUSULVHVLQVSLWHRIWKHGRPLQDQW
LQWHUQDOLVLQJSV\FKRORJLVLQJFRQVWUXFWLRQVRIHPSOR\DELOLW\
 ([SORUHWKH LPSOLFDWLRQVRIWKHDERYHIRUSV\SUDFWLFHDQGVRFLDO MXVWLFH LQVRFLDO
HQWUHSUHQHXULDOVHWWLQJVDQGLQVRGRLQJHQFRXUDJHUHIOHFWLRQZLWKLQWKHGLVFLSOLQH
& 7KH5HVHDUFK4XHVWLRQ
7KHUHVHDUFKVWXG\ZLOOGRVRE\DVNLQJWKHIROORZLQJUHVHDUFKTXHVWLRQ
 +RZ GR OHDGHUV RI WKLUG VHFWRU RUJDQLVDWLRQV SDUWLFXODUO\ VRFLDO HQWHUSULVHV
VXSSRUWLQJ LQGLYLGXDOV DW ULVN RI VRFLDO H[FOXVLRQ LQ WKH HQKDQFHPHQW RI WKHLU
HPSOR\DELOLW\FRQVWUXFWHPSOR\DELOLW\"
& 5DWLRQDOH)RUD4XDOLWDWLYH$SSURDFK
$SKLORVRSKLFDOFRQVLGHUDWLRQRI.XKQ·VZRUNRQVFLHQWLILFSDUDGLJPVKLJKOLJKWVWKDWSDUWLFXODU
ZRUOGYLHZV LQIOXHQFH WKH DFFHSWHG QRUPV DQG DVVXPSWLRQV RI VWXG\ LQ KLVWRULFDO DQG
FXOWXUDOO\ VLWXDWHGZD\V 2QH RI WKH SDUDGLJPV LV WKDW RI WKH FULWLFDOLGHRORJLFDO SDUDGLJP
3RQWHURWWRLQZKLFKDVVXPSWLRQVRIUHDOLW\DQGNQRZOHGJHDUHVHHQDVIDFLOLWDWHGE\
GRPLQDQW VWUXFWXUHVRUPHDQLQJ V\VWHPVZKLFK WKHDVVRFLDWHGFULWLFDOLGHRORJLFDO UHVHDUFK
DLPVWRFKDOOHQJH7KHVRFLDOFRQVWUXFWLRQLVWHSLVWHPRORJ\WKDW ILWVZLWKLQWKLVSDUDGLJPDOVR
FRQFHLYHVWKDWDQ\XQGHUVWDQGLQJRIUHDOLW\DQGNQRZOHGJH LVVSHFLILFWRDSDUWLFXODUVRFLR
KLVWRULFDOFRQWH[WDQGLVUHIOHFWLYHRIWKDWFRQWH[W·VYDOXHVDQGQRUPV ,WLVWKXVLPSRVVLEOHIRU
NQRZOHGJH WR EH IDFWXDO RU DKLVWRULFDO 7KH DVVXPSWLRQ LV WKDW DQ\ VRFLDO UHDOLW\ ZKHUHLQ
FHUWDLQNQRZOHGJHLVFRQVLGHUHG7UXWKLVRQO\RQHDPRQJPDQ\SRVVLEOHVRFLDOUHDOLWLHVHDFK

  
RIZKLFKLVFDSDEOHRIPDQ\GLIIHUHQWWUXWKV7KLVSDUDGLJPXQGHUVWDQGVSRZHUDVFDSDEOHRI
YDOLGDWLQJSDUWLFXODU UHDOLWHVDQGRIHVSRXVLQJSDUWLFXODU NQRZOHGJHVDV IDFWRU WUXWKDW WKH
H[SHQVHRIRWKHUV%XUU
$VD VWXG\FKDUDFWHULVHGE\D UHVHDUFKTXHVWLRQFRQFHUQHGZLWK WKHSRZHU UHODWLRQV WKDW
FUHDWHWKHVWDWXVTXRE\SDUWLFXODUPHDQVWKLV VWXG\LVHSLVWHPRORJLFDOO\DFRQVHTXHQFHRI
WKHUHODWLYLVWFULWLFDOLGHRORJLFDOUHVHDUFKSDUDGLJPGHVFULEHGDERYH7KHUHVHDUFKTXHVWLRQ
GRHV QRW DVN ´ZKDW LV UHDOLW\"µ EXW ´KRZRQH SDUWLFXODU UHDOLW\ DPRQJDOO WKRVH SRVVLEOH LV
PDLQWDLQHG DQG WR ZKRVH EHQHILW"µ :KR LV FRQVHTXHQWO\ GLVDGYDQWDJHG E\ WKH SRZHU
UHODWLRQV WKDW DUH DWZRUN":LWKLQ WKLV SDUDGLJP LW LV DOVR DFFHSWHG WKDW UHDOLW\ FDQQRW EH
UHYHDOHGWKURXJKDSDUWLFXODUDSSURDFKWR UHVHDUFK UHDOLW\ LVFUHDWHGDVUHVHDUFKUHLILHV LWV
ILQGLQJV 7KLV SDUDGLJP DQG WKH VRFLDO FRQVWUXFWLRQLVW HSLVWHPRORJ\ ZLWKLQ LW XQGHUVWDQGV
UHVHDUFK DV DQ LQHYLWDEOH SURGXFW RI VRFLDO DFWLRQ RI ODQJXDJH VXEMHFWLYLW\ DQG
LQWHUSUHWDWLRQ %XUU  $QG VR D TXDOLWDWLYH DSSURDFK ZDV FKRVHQ EHFDXVH D
TXDQWLWDWLYHDSSURDFK LVZLWKLQ WKLVSDUDGLJPRI OLPLWHGHSLVWHPLF YDOXH4XDQWLILFDWLRQ LV
QRWWKHDLPDQGREMHFWLYLW\IRUWKHSXUSRVHVRIJHQHUDOLVDELOLW\LVQRWXVHIXOFRQVLGHULQJWKH
TXDOLWDWLYHFRQFHUQZLWKVRFLDOO\FRQVWUXFWHGPHDQLQJWKDWFKDUDFWHULVHVWKLVUHVHDUFKVWXG\
<DUGOH\
& )RXFDXOGLDQ'LVFRXUVH$QDO\VLV)'$
)'$ZKLFKLVWKHPHWKRGRORJ\FKRVHQIRUWKLVUHVHDUFKVWXG\LVRQHDPRQJPDQ\TXDOLWDWLYH
PHWKRGRORJLHV ,W LV GLVWLQJXLVKHGE\ LWV FULWLFDO UHODWLYLVW FRQFHUQV DQG VRFLDO FRQVWUXFWLRQLVW
VWDQGSRLQW UHJDUGLQJ UHDOLW\ NQRZOHGJH SURGXFWLRQ ODQJXDJH DQG FRQVHTXHQW SRZHU
UHODWLRQV $UULEDV$\OORQ DQG :DONHUGLQH  +RZHYHU LW LV DOVR UHSUHVHQWDWLYH RI WKH
TXDOLWDWLYH SDUDGLJP LQ WKDW LW PRYHV DZD\ IURP TXDQWLWDWLYH HPSLULFLVP DQG
HSLVWHPRORJLFDO DVVXPSWLRQV UHJDUGLQJ REMHFWLYLW\ DQG JHQHUDOLVDELOLW\ ,QVWHDG )'$ DQG
TXDOLWDWLYHPHWKRGRORJLHVVHHNWRRIIHULGLRV\QFUDWLFLQVLJKWLQWRWKHKXPDQH[SHULHQFH
)'$ LV DOVR RQH PHWKRGRORJ\ DPRQJ GLVFXUVLYH PHWKRGRORJLHV $V +HZLWW  VWDWHV
GLVFXUVLYH PHWKRGRORJ\ WDNHV RQ GLIIHUHQW PHDQLQJV GHSHQGLQJ RQ WKH GLVFLSOLQH ZLWKLQ

  
ZKLFKLWLVEHLQJDSSOLHGDQGRQWKHGHILQLWLRQRI´GLVFRXUVHµWKDWLVEHLQJDVVXPHG+RZHYHU
WKHUHDUHYDULRXVGLVFXUVLYHDQDO\WLFWUDGLWLRQVWKDWGUDZIURPDYDULHW\RIVRFLDOWKHRULVWVVXFK
DV 3RWWHU DQG :HWKHUHOO /DFDQ 0RXII %RXUGLHX DQG )RXFDXOW $UULEDV$\OORQ DQG
:DONHUGLQH  7KLV PHWKRGRORJ\ FKDSWHU ZLOO PDNH D SDUWLFXODU GLVWLQFWLRQ EHWZHHQ
)RXFDXOGLDQ'LVFRXUVH$QDO\VLV DQG'LVFXUVLYH 3V\FKRORJ\·VDSSURDFK WRGLVFRXUVHDQDO\VLV
'$
'LVFRXUVH $QDO\VLV DWWULEXWHG WR 3RWWHU DQG :HWKHUHOO :LOOLJ  LV FRQFHUQHG ZLWK WKH
LQWHUSUHWDWLYH UHSHUWRLUHV WKDW DUH DYDLODEOH WR DQG XVHG E\ LQGLYLGXDOV LQ LQWHUSHUVRQDO
LQWHUDFWLRQV ,W IRFXVHVRQWKHQXDQFHGZD\V LQZKLFK ODQJXDJH LVXVHG LQWH[WDQGVSHHFK
DQGDLPVWRXQGHUVWDQGWKHVSHFLILFREMHFWLYHVDFKLHYHGLQWKHLQGLYLGXDO·VXVHRIODQJXDJH
+DUNQHVV HW DO  )'$ LQ FRQWUDVW DVVXPHV WKDW D SHUVRQ·V LQWHUHVWV LQWHQWLRQV DQG
ZRUOGYLHZDUHOLPLWHGE\ODQJXDJHWKURXJKGLVFRXUVH+DPPHUVOH\7KH\RQO\PDQLIHVW
DV FRQVWUXFWLRQV RI WKH GLVFRXUVHV WKDW DUH FXOWXUDOO\ DYDLODEOH $V VXFK SRZHU WDNHV RQ D
FRPSDUDWLYHO\ JUHDWHU UROH LQ )'$·V PDFURYLHZ XQGHUVWDQGLQJ RI KRZ ODQJXDJH DIIHFWV
FXOWXUH KLVWRU\ LQVWLWXWLRQDO SUDFWLFHV DQG LQ WXUQ LQGLYLGXDOV +DPPHUVOH\  )'$
WKHUHIRUHH[WHQGVEH\RQG'$·VPLFURYLHZRI ODQJXDJHDQG LWVFRQFHUQVZLWK ODQJXDJH LQ
LQWHUSHUVRQDOLQWHUDFWLRQ:LOOLJ
& 3KLORVRSKLFDODQG7KHRUHWLFDO8QGHUSLQQLQJV
)RXFDXOW XQGHUVWRRG GLVFRXUVH DV D IRUP RI ODQJXDJH WKDW ´DUUDQJHV DQG QDWXUDOLVHV WKH
QDWXUDO ZRUOG LQ D VSHFLILF ZD\ DQG WKXV LQIRUPV VRFLDO SUDFWLFHVµ )RXFDXOW  
$OYHVVRQ DQG .DUUHPDQ  +LV XQGHUVWDQGLQJ RI ODQJXDJH GUHZ RQ WKH VWUXFWXUDOLVW
DVVHUWLRQ WKDWRXWVLGHRI ODQJXDJHZKLFK LVDQRYHUDUFKLQJ VWUXFWXUH WKHUH LVQRPHDQLQJ
+RZHYHU DV D SRVWVWUXFWXUDOLVW KH ZHQW IXUWKHU DQG DUJXHG WKDW PHDQLQJ LV QRW IL[HG RU
XQFRQGLWLRQDO EXW VRFLDOO\ PHGLDWHG $UULEDV$\OORQ DQG :DONHUGLQH  )RXFDXOGLDQ
WKLQNLQJ LQ WXUQ HQFRXUDJHV VFUXWLQ\ UHJDUGLQJ LGHDV RI WUXWK DQG VFLHQWLILF REMHFWLYLW\ ,W
H[SRVHV WKH VRFLDOO\ FRQVWUXFWHG QDWXUH RI NQRZOHGJH (SLVWHPRORJLFDOO\ VFLHQWLILF
NQRZOHGJH LV WKXVSURYHQ WREHD VRFLDO FUHDWLRQRI ODQJXDJHDQGD VRFLDO DFWLRQ UDWKHU
WKDQDUHOLDEOHUHIOHFWLRQRIUHDOLW\

  
7KHUHIRUH )'$ PHWKRGRORJ\ DQG LWV VRFLDO FRQVWUXFWLRQLVW HSLVWHPRORJ\ LV UHODWLYLVW LQ LWV
SKLORVRSKLFDO UHFRJQLWLRQ WKDW NQRZOHGJH DQG DQ\ H[SUHVVHG XQGHUVWDQGLQJ RI UHDOLW\ LV
SURGXFHGEXWDOVRUHVWULFWHGE\WKHVRFLDODFWLRQRIODQJXDJHE\GLVFRXUVHV%XUU$OVR
LPSOLFLW LQ )RXFDXOW·V GHILQLWLRQ RI GLVFRXUVH LV D FRQFHSWXDOL]DWLRQ RI DQG D FRQFHUQZLWK
SRZHUEXWQRWSRZHUWKDWFDQEHDWWULEXWHGWRDVLQJXODURUYLVLEOHHQWLW\)RXFDXOWDUJXHG
WKDWSRZHULVHYHU\ZKHUH´KRZHYHUGLVFRXUVHWUDQVPLWVDQGSURGXFHVSRZHULWUHLQIRUFHVLW
EXW DOVR XQGHUPLQHV LW DQG H[SRVHV LW UHQGHUV LW IUDJLOH DQG PDNHV LW SRVVLEOH WR WKZDUWµ
)RXFDXOW S 7KLVDOOXGHV WR WKHSRZHUDQG LQHVFDSDELOW\RIGLVFRXUVHRU WR WKH
UHVWULFWLYHSRZHURI ODQJXDJHWKDW LV LQKHUHQW LQ)RXFDXOGLDQXQGHUVWDQGLQJ ,WDOVRDVVXPHV
WKDW WKHUHDUHFRQIOLFWVDQGSRZHU VWUXJJOHVZLWKLQDQGEHWZHHQGLVFRXUVHV$QDQDO\VLVRI
KRZ GLVFRXUVHV IXQFWLRQ GHPRQVWUDWHV WKDW LQ VSLWH RI WKH SRVVLELOLW\ RIPXOWLSOLFLW\ DQG WKH
LQVWDELOLW\ RI PHDQLQJ GRPLQDQW GLVFRXUVHV ZRUN WR PDLQWDLQ D VWDWXV TXR WKDW WHQGV WR
DSSHDVH WKHYDOXHVRIGRPLQDQW VRFLDOJURXSV WR WKHH[WHQWZKHUH WKRVHYDOXHVDQG WKHLU
LQVWLWXWLRQDO SUDFWLFHV DUH UHLILHG DV VLQJXODU WUXWKV )'$ PHWKRGRORJ\ WKXV DOORZV WKH
SUREOHPDWLVDWLRQRIGLVFRXUVHVDQGLQVWLWXWLRQDOSUDFWLFHVWKDWVXJJHVWWKHH[LVWHQFHRIVXFK
WUXWKVFKDOOHQJLQJWKHVRFLDODFWRUVWKDWLQVLVWXSRQWKHLUUHDOLW\%XUU
& )RXFDXOGLDQ*HQHDORJLHVDV´$QWL6FLHQFHµ
)RXFDXOW·V QRWLRQ RI HSLVWHPRORJ\ DV LW UHODWHV WR WKH VRFLDO VFLHQFHV LV SHUKDSV FRQILQHG
ZLWKLQ D SDUWLFXODU ´RQWRORJLFDOµ XQGHUVWDQGLQJ RI WKH SHUVRQ ZKHUHE\ SRZHU ´WUDQVIRUPV
SHUVRQVLQWRREMHFWVDQGVXEMHFWVRINQRZOHGJHµ%DVWDOLFK)RXFDXOW%DVWDOLFK
DVVHUWHG WKDW VRFLDO VFLHQFHV YLD WKHLU SURGXFWLRQ RI NQRZOHGJH UHJDUGLQJ WKH VXEMHFW
SDUWLFLSDWHLQWKHFUHDWLRQDQGUHLILFDWLRQRIDVLWXDWHGFRQVWUXFWLRQRIWKHVXEMHFWLHSHUVRQ
LQGLYLGXDO FLWL]HQ HW FHWHUD ,Q WKLVPDQQHU )RXFDXOW DUJXHG WKDW VRFLDO VFLHQFHV DUH DOVR
FUHDWLYH RI WKH UHDOLWLHV WHQHWV DQG WKHRULHV WKDW MXVWLI\ D SDUWLFXODU XQGHUVWDQGLQJ RI WKH
VXEMHFW7KHVHVRFLDO VFLHQFHV IDFLOLWDWHWKHXQGHUVWDQGLQJWKDWFHUWDLQ IHDWXUHVRI WKHPLQG
DQGSURFHVVHVRILQWHUSUHWDWLRQRULQWHUSHUVRQDOUHODWLQJH[LVWDVIDFWLQWKHUHDOZRUOGRXWVLGH
RIWKHVFLHQWLILFGLVFRXUVHVWKDWDUHPLVWDNHQO\DVVXPHGWRPHUHO\GHVFULEHWKHP%XUU

  
<HWDV)RXFDXOWDUJXHVWKHVHWKLQJVGRQRWH[LVWLQGHSHQGHQWO\RIWKHGLVFRXUVHVWKDWFUHDWH
WKHP
7KHKLVWRULFDOVLWXDWHGQHVVRINQRZOHGJHLVWKXVH[SRVHGZKLFKLQWXUQH[SRVHVWKHUHOLDQFH
RINQRZOHGJHRQVRFLDODJUHHPHQWDQGSDUWLFXODUSDUDGLJPV<HWVRFLDODJUHHPHQWLVLWVHOID
FRQVHTXHQFH RI SRZHU ZKLFK LV LQ WXUQ VXEMHFW WR KLVWRU\ )RXFDXOW WKHUHE\ GLVFUHGLWV WKH
VRFLDOWKHRULHVWKDWDVFULEHWKHKLVWRULFDOVLWXDWHGQHVVRINQRZOHGJHWRPXOWLSOLFLW\RUFXOWXUDO
LQWHUSUHWDWLRQIRUH[DPSOH,QVWHDGKHUHWXUQVWRWKHFHQWUDOLW\RISRZHULQWKLV+HGHVFULEHV
VRFLDO VFLHQFHV DVPHFKDQLVPV RI SRZHU WKDW HQDFW WKH ´DVSLUDWLRQV RI RUGHU REHGLHQFH
SUHGLFWDELOLW\ VWDQGDUGLVDWLRQ DQG UHJXODWLRQµ %DVWDOLFK  +RZHYHU WKH PHDQV DQG
SUDFWLFHVE\ZKLFKWKHVHDUHDFKLHYHGPD\FKDQJHEXW)RXFDXOWKLJKOLJKWVWKDWD´KLVWRULFDO
GHVLUHIRUFRQWUROµ%DVWDOLFKLVPDLQWDLQHGDOOWKHVDPH
$QDYHQXHWRVHHLQJSDVWWKHFODLPWKDWVRFLDOVFLHQFHVGLVFRYHUUDWKHUWKDQFUHDWHDQGWR
LGHQWLI\LQJWKH´KLVWRULFDOGHVLUHIRUFRQWUROµ LVWRWDNHDJHQHDORJLFDODSSURDFKWRUHVHDUFK
$V%DVWDOLFKVKRZVWKHIROORZLQJRID)RXFDXOGLDQJHQHDORJ\
´,WGRHVQRWDVNZKDWGRHV WKLV NQRZOHGJH UHIOHFWDERXW LWVSURGXFHU·V LQWHQWLRQVRU
GHVLUHVFRQVWUXFWLYLVPRUZKDWLVWKHFXOWXUDOPHDQLQJRIWKLVHYHQWRUH[SHULHQFHIRU
WKHVH SHUVRQV FRQVWUXFWLRQLVP RU ZKDW SROLWLFDO IRUFHV SURGXFH DQG UHLQIRUFH
XQHTXDOVRFLDOUHODWLRQVFULWLFDOWKHRU\7KHIRFXVRILQYHVWLJDWLRQLVQRWWKHPHDQLQJ
RILQGLYLGXDOVZKHWKHUJLYHQE\LQGLYLGXDOFRQVFLRXVQHVVFXOWXUDOSHUVSHFWLYHRIVRFLDO
VWUXFWXUHRU UHODWLRQVEXWDKLVWRU\RISUDFWLFHDQGWKHGLVFXUVLYH UHODWLRQVWRWKHVHOI
WKH\SURGXFHµ%DVWDOLFK
,W LV WKXVGHVFULEHGDVDQDQWLVFLHQFH%DVWDOLFKDQGRIIHUVDQ LPSRUWDQWRSSRUWXQLW\
IRUUHIOH[LYLW\LQVRFLDOVFLHQFHVXFKDVFRXQVHOOLQJSV\FKRORJ\
& 5DWLRQDOHIRU)'$
7KLV VSHFLILF PHWKRGRORJ\ ZDV XOWLPDWHO\ FKRVHQ IRU LWV FDSDFLW\ WR IDFLOLWDWH UHIOH[LYLW\
SDUWLFXODUO\JLYHQWKHUHVHDUFKDLPGHVFULEHGDERYHUHJDUGLQJUHIOHFWLRQZLWKLQWKHGLVFLSOLQH

  
LQPLQG )'$ DOVR RIIHUV D XQLTXHO\ DQG QHFHVVDULO\ FULWLFDO OHQV WKURXJK ZKLFK WKLV VWXG\·V
FRQFHUQZLWKWKHSV\GLVFLSOLQHV· UROH LQFUHDWLQJDFHUWDLQNLQGRIVXEMHFWFDQEHH[SORUHG
:LWK)'$LWLVWKXVSRVVLEOHWRUHPDLQFRJQL]DQWRIWKHH[WHQWWRZKLFKSV\GLVFLSOLQHVWKURXJK
WKHLU FDSDFLW\ WR UHJXODWH SDUWLFLSDWH LQ FRQVWUXFWLQJ WKH VXEMHFW DFFRUGLQJ WR WKHLU
REOLJDWLRQVWRVRFLHW\HFRQRP\DQGQDWLRQ%DVWDOLFK
$VVKRZQLQWKHOLWHUDWXUHUHYLHZ5RVH·VJHQHDORJ\RIWKHSV\GLVFLSOLQHVKDVUHYHDOHG
XQLTXH LQVLJKWV UHJDUGLQJ WKH VRFLRSROLWLFDO XWLOLW\ RI KXPDQ VXEMHFWV WKDW DUH DXWRQRPRXV
DQGHPSOR\DEOH%RQGL+HKLJKOLJKWVWKHUROHRISV\SUDFWLFHLQWKLV6SHFLILFDOO\5RVH
VKRZV WKDW IURP WKHLU FRQFHSWLRQ SV\GLVFLSOLQHV WRRN XS WKH UHVSRQVLELOLWLHV RI VRFLDO
DGPLQLVWUDWLRQ DQG RIPRUDOLVLQJPHGLFDOLVLQJ VXEMHFWLYLWLHV WKDW FRQWUDGLFWHG WKH HXJHQLFV
GLVFRXUVHV DQG WKUHDWHQHG WKH YDOLGLW\ RI LWV LQVWLWXWLRQDO SUDFWLFHV ZKLFK SURPRWHG ZHOO
EHLQJ DQG JRRG RUGHU $UULEDV$\OORQ DQG :DONHUGLQH  7KHVH GLVFLSOLQHV GLG VR E\
GUDZLQJ RQ D GLVFRXUVH RI QRUPDOLW\ WR FUHDWH DQ XQGHUVWDQGLQJ RI DEQRUPDOLW\ WKDW
VXJJHVWHGGHJHQHUDF\$VVXFK WKHVRFLDOH[FOXVLRQRIVXFKFRQWUDGLFWRU\KXPDQVXEMHFWV
ZDV MXVWLILHG DQG HQDFWHG E\ WKH GLVFLSOLQDU\ SRZHU RI WKH SV\GLVFLSOLQHV %UDFNHQ DQG
7KRPDV$UULEDV$\OORQDQG:DONHUGLQH·V $XQLTXHKLVWRULFDO UHODWLRQVKLSH[LVWV
EHWZHHQ WKHSV\GLVFLSOLQHVDQGSRWHQWLDOO\GLVHPSRZHULQJJRYHUQPHQWDOLQVWLWXWLRQDODLPV
$V VXFK WKH &RXQVHOOLQJ 3V\FKRORJ\ GLVFLSOLQH·V FRPPLWPHQW WR VRFLDO MXVWLFH LQVLVWV XSRQ
UHIOH[LYLW\DQGLWVRZQGLVFXUVLYHXQGRLQJ-RQHVDQG(OFRFN
& 'RLQJ)'$
:LWK DOO RI WKH DERYH LQ PLQG ZKDW LQWHUHVWV WKH )RXFDXOGLDQ DQDO\VW DUH PHFKDQLVPV RI
SRZHUDQGWKHLUKLVWRULHVDVZHOODVWKHPDQQHULQZKLFKWKHVXEMHFWPDNHVXVHRIGLVFRXUVHV
ZKLOHQHJRWLDWLQJWKHFRQIOLFWV LQDQGEHWZHHQGLVFRXUVHV7KDWUHODWHVWRKRZWKH\SRVLWLRQ
WKHPVHOYHV LQ UHODWLRQWRDSDUWLFXODUGLVFRXUVHDQGKRZWKH\XQGHUVWDQG WKHPVHOYHVJLYHQ
WKH VXEMHFWLYLWLHV WKDW DUH PDGH DYDLODEOH WR WKHP E\ D SDUWLFXODU GLVFRXUVH %XUU 
(TXDOO\ LPSRUWDQW DUH WKH VRFLRSROLWLFDO LPSOLFDWLRQV RI WKHVH GLVFXUVLYH DFWLYLWLHV $UULEDV
$\OORQ DQG:DONHUGLQH·V  LH ZKDW SUDFWLFHV DUHPDGH SRVVLEOH RU LQKLELWHG WKURXJK

  
GLVFRXUVH"+RZDUH WKH\HQDFWHG IURPZLWKLQ WKHYDULRXV VXEMHFWSRVLWLRQVFKDUDFWHULVLQJD
GLVFRXUVH"
:LOOLJ  GHYLVHV D IUDPHZRUN IRU HQJDJLQJ LQ )'$ WKDW KDV EHFRPH SHUWLQHQW WR WKH
SV\FKRORJLFDO GLVFLSOLQH 6KH IRUPDOLVHV WKH IRFDO LQWHUHVWV GHVFULEHG DERYH DQG RXWOLQHV 
VWHSV ZKHUHE\ WKH WH[W LV VFUXWLQLVHG IRU GLVFXUVLYH FRQVWUXFWLRQV GLVFRXUVHV DFWLRQ
RULHQWDWLRQV VXEMHFW SRVLWLRQLQJV SUDFWLFHV DQG VXEMHFWLILFDWLRQV :LOOLJ  +RZHYHU DV
:LOOLJ  VWDWHV WKHVH VWHSV GR QRW IDFLOLWDWH D IXOO )RXFDXOGLDQ DQDO\VLV $OWHUQDWLYH
DSSURDFKHV H[LVW VXFK DV 3DUNHU·V DSSURDFK ZKLFK FRQVWLWXWHV  VWHSV +RZHYHU :LOOLJ·V
VWHSDQDO\VLVSHUPLWVDQH[SORUDWLRQRIZKDWLVFRQVLGHUHGSHUWLQHQWWRXQGHUVWDQGLQJ
WKHLVVXHVWKDWDUHFRQVLGHUHGNH\WR)RXFXDOGLDQWKRXJKW LHJHQHDRORJ\JRYHUQPHQWDOLW\
DQGVXEMHFWLILFDWLRQ:LOOLJS
7KRXJK:LOOLJRIIHUVDGHWDLOHGGHVFULSWLRQRIZKDWHDFKRIWKHVWHSVDVNVRIWKHGDWD
D VLPSOLILHG GHVFULSWLRQ LV SUHVHQWHG KHUH DQG UHIOHFWV WKH TXHVWLRQV , NHSW LQ PLQG ZKLOH
DQDO\VLQJWKHGDWDDV,ZLOOVKRZODWHU7KHVHTXHVWLRQVDUHEDVHGRQDSUHVHQWDWLRQE\)OH[HU
WKDWH[SODLQV:LOOLJ·VDSSURDFKWRGRLQJ)'$
 'LVFXUVLYHFRQVWUXFWLRQV,QVWDQFHVRILQIHUHQFHV
 'LVFRXUVHV:D\VRIVHHLQJWKHZRUOG
 $FWLRQ2ULHQWDWLRQ:KHQWKHGLVFRXUVHLVEHLQJXVHGDQGWRZKDWSXUSRVH
 6XEMHFWSRVLWLRQLQJ:KDWULJKWVDQGGXWLHVDUHEHLQJDVFULEHGWRGLIIHUHQWVXEMHFWV
 3UDFWLFH:KDWFDQEHVDLGDQGGRQHIURPWKRVHSRVLWLRQV
 6XEMHFWLYLW\:KDWFDQEHWKRXJKWIHOWDQGH[SHULHQFHGIURPWKRVHVXEMHFWSRVLWLRQV

& $OWHUQDWLYH0HWKRGRORJLHV&RQVLGHUHG
:KLOH)'$PHWKRGRORJ\DOORZVWKHUHVHDUFKHUWRTXHVWLRQ´WUXWKVµDQGWRH[SRVHWKHSROLWLFDO
XWLOLW\ RI LQWHUQDOLVLQJSV\FKRORJLVLQJ FRQVWUXFWLRQV RI HPSOR\DELOLW\ IRU H[DPSOH WKLV
PHWKRGRORJ\RQO\RIIHUVWKHPRVWHFRQRPLFH[SODQDWLRQIRUWKHVWDWXVTXR/LSVFRPE
$ORQJZLWK RWKHU DSSURDFKHV WR VRFLDO UHVHDUFK )'$ LV WKXV FULWLFLVHG IRU FRQFHUQLQJ LWVHOI

  
ZLWKGHVFULSWLRQZKHUHWDQJLEOHEHQHILWVDUHFDOOHGIRU LQVWHDG&DPHURQDQG*LEVRQ
S  3HUKDSVZLWK UHVHDUFK DLPV UHJDUGLQJ VRFLDO MXVWLFH LW LV QHFHVVDU\ IRU UHVHDUFK WR
FRQFHUQ LWVHOI ZLWK WDQJLEOH VRFLDO DFWLRQ IURP WKH RXWVHW $V VXFK DFWLRQ UHVHDUFK
SDUWLFXODUO\ HPDQFLSDWRU\ DFWLRQ UHVHDUFKPHWKRGRORJ\ ZDV DOVR FRQVLGHUHGDSSURSULDWH
IRU WKH UHVHDUFK VWXG\ ,W LVDUJXHGKHUH WKDWHPDQFLSDWRU\DFWLRQ UHVHDUFKFRXOGRIIHUDQ
DGHTXDWHO\FULWLFDOEXWPRUHLPSDFWIXODSSURDFKWRDGGUHVVLQJWKLVUHVHDUFKSUREOHP
& $FWLRQ2ULHQWHG(PDQFLSDWRU\5HVHDUFK
$SUHPLVHRIDFWLRQUHVHDUFKLVHQFDSVXODWHGLQWKHLGHDWKDW´DFWLRQZLWKRXWWKHRU\LVEOLQG
MXVW DV WKHRU\ZLWKRXWDFWLRQ LVPHDQLQJOHVV .DJDQHWDO  0HDQZKLOH DFFRUGLQJ WR
.DJDQ  HPDQFLSDWRU\ UHVHDUFK LV DFWLRQRULHQWHG UHVHDUFK WKDW ´SURPRWHV D FULWLFDO
FRQVFLRXVQHVVZKLFKH[KLELWVLWVHOILQSROLWLFDODVZHOODVSUDFWLFDODFWLRQWRSURPRWHFKDQJHµ
.DJDQ  S DQG VRFLDO WUDQVIRUPDWLRQ $FFRUGLQJ WR /LQJDUG HW DO  WKH NH\
IHDWXUHVRIHPDQFLSDWRU\UHVHDUFKLQFOXGHH[WHQVLYHFROODERUDWLRQDQHJDOLWDULDQDSSURDFK
WRHGXFDWLRQDQGNQRZOHGJHZKHUHE\WKHUHVHDUFKHUDYDLOVRI WKHLU VNLOOV WR WKH LQWHUHVWVRI
WKHLUUHVHDUFKVXEMHFWV.DJDQDQGODVWO\DFWLRQ
$FWLRQ UHVHDUFKH[LVWVZLWKLQPXOWLSOHGLVFLSOLQHVDQG WKXVGUDZVRQPXOWLSOHZRUOGYLHZVDQG
SKLORVRSKLHV ,WV HSLVWHPRORJ\ LV GHVFULEHG DV FULWLFDO DQG WUDQVIRUPDWLRQDO DQG LV RSHQ WR
SUDJPDWLVPWKRXJKLWLV´ODUJHO\VRFLDOFRQVWUXFWLRQLVWµ.DJDQHWDO$VGHVFULEHGE\
.DJDQ  DFWLRQ UHVHDUFK DOORZV WKH UHVHDUFKHU WR HQJDJH ZLWK GDWD FROOHFWHG E\
YDULRXV PHDQV 7KHVH LQFOXGH LQYROYHPHQW LQ WKH SDUWLFLSDQWV· VRFLDO UHDOLW\ DQG HQTXLU\
JHQHUDWLQJ QHZ GDWD WKURXJK LQWHUYLHZV RU H[DPLQDWLRQ RI H[LVWLQJ GDWD VRXUFHV ,Q WKLV
PDQQHU DFWLRQ UHVHDUFK LV SUDJPDWLF DFFRPPRGDWLQJ ERWK TXDOLWDWLYH DQG TXDQWLWDWLYH
PHWKRGV8OWLPDWHO\ LWSULRULWL]HV WKRVHPHWKRGVWKDWEHVWHQDEOHWKHUHVHDUFKHU WRHQJDJH
ZLWKDQGPHHWWKHSDUWLFLSDWLQJVWDNHKROGHUV·LQWHUHVWV.DJDQ
(PDQFLSDWRU\ DFWLRQ UHVHDUFK LV PRUH H[SOLFLWO\ JXLGHG E\ VRFLDO FRQVWUXFWLRQLVW
HSLVWHPRORJ\ ,WV FRQFHUQ ZLWK SRZHU OHQGV LWVHOI WR WKH PRGHV RI WKHRUL]LQJ DQG DQDO\VLV
DVVXPHG LQ )'$ PHWKRGRORJ\ 3HUKDSV WKH ZD\V LQ ZKLFK WKHLU FRPPRQ HSLVWHPRORJ\

  
FKDOOHQJHV PHWKRGLFDO IRUPDOLW\ FRQWULEXWHV WR WKH PHWKRGRORJLHV· DOLJQPHQW ZLWK RQH
DQRWKHU $FWLRQ UHVHDUFKFRXOG LQ IDFW LQFRUSRUDWHPRGHVRI )'$ LQWHUSUHWDWLRQ:KLOH WKH
DQDO\WLFDO LQWHUSUHWDWLRQV ZRXOG OLNHO\ EH UHVWULFWHG E\ WKH LQWHUHVWV DQG YDOXH SRVLWLRQV RI
SDUWLFLSDWLQJVWDNHKROGHUVVXFKDQLQFRUSRUDWLRQDUJXDEO\LQFUHDVHVWKHOLNHOLKRRGRIDQ)'$
OHDGLQJ WR VRFLDO DFWLRQ LQ D ZD\ WKDW D ´SXUHµ )'$·V VLQJXODU JRDO RI DEGXFWLYH
SUREOHPDWLVDWLRQGRHVQRW.DJDQHWDO
7KHVH ´PHWKRGRORJLHVµ VKDUH HQRXJK HSLVWHPRORJLFDO DQG SROLWLFDO FRQFHUQV VXFK WKDW
DSSO\LQJ DQ HPDQFLSDWRU\ DFWLRQ UHVHDUFK DSSURDFK ZRXOG DOORZ WKH FULWLFDO NLQG RI
TXHVWLRQLQJWKDWWKHH[LVWLQJUHVHDUFKVWUDWHJ\KDVXSKHOGDVQHFHVVDU\(PDQFLSDWRU\DFWLRQ
UHVHDUFK LV VXLWHG OLNH )'$ PHWKRGRORJ\ WR WKH RUJDQLVDWLRQDOVRFLHWDO UDWKHU WKDQ
LQGLYLGXDO FRQFHUQV RI WKH UHVHDUFK SUREOHPH[SORUHG KHUH +RZHYHU LW JRHV IXUWKHU WKDQ
)'$PHWKRGRORJ\E\HPSRZHULQJLWVSDUWLFLSDWLQJVWDNHKROGHUV³ZKRW\SLFDOO\VWDQGWRORVH
WKH PRVW³E\ UDLVLQJ FULWLFDO FRQVFLRXVQHVV DW OHDVW .DJDQ HW DO  7KH GHFLVLRQ
KRZHYHU WR DSSO\ )'$PHWKRGRORJ\ LQ VSLWH RI WKH JUHDWHU LPSDFW WKDW DFWLRQ UHVHDUFK
FRXOG KDYH LV ODUJHO\ SUDFWLFDO 7KH FRUHVHDUFKLQJ SURFHVV UHTXLUHV UHVRXUFHV WKDW JR
EH\RQG WKLV OHYHO RI VWXG\ $GGLWLRQDOO\ WKH DLPV RI ´VHWWLQJ WKH VWDJH IRU DQ DQVZHU WR D
TXHVWLRQµ DQG HQFRXUDJLQJ UHIOHFWLRQZLWKLQ WKH FRXQVHOOLQJ SV\FKRORJ\ GLVFLSOLQH DUH QRW
VXIILFLHQWO\DFWLRQRULHQWHGWRMXVWLI\WKHDSSOLFDWLRQRIWKLVPHWKRGRORJ\
& &ULWLFLVPRI)'$DQG'LVFXUVLYH$QDO\VLV
& ´'LVFRXUVHLVHYHU\WKLQJµ"
$ W\SLFDO FULWLFLVP RI )'$ PHWKRGRORJ\ LV )RXFDXOW·V GLVPLVVDO RI KXPDQLVP DQG RI VWDEOH
LQGLYLGXDOLW\ )RXFDXOW LV VDLG WR XQGHUVWDQG VXEMHFWLYLW\ RQO\ DV ´FRQVWLWXWHG E\
PDWHULDOVLJQLI\LQJ SUDFWLFHVµ $UULEDV$\OORQ DQG :DONHUGLQH  $V VXFK VHOIKRRG LV
XQGHUVWRRG DV PHUHO\ D SURGXFW RI DYDLODEOH GLVFRXUVHV +RZHYHU WKH PDQWUD WKDW
´GLVFRXUVHLVHYHU\WKLQJµLVFKDOOHQJHGZLWKWKHDUJXPHQWWKDWWKHUHLVDVRFLDODFWRUZLWKDQ
´LQQHU OLIHµZKR LVFDSDEOHRIDFWLRQDQGRSHUDWHVZLWKGHJUHHVRIDJHQF\ $UULEDV$\OORQ
DQG :DONHUGLQH  /DFDQLDQ SV\FKRDQDO\WLF WKHRU\ KDV EHHQ LQFRUSRUDWHG LQWR
GLVFXUVLYH PHWKRGRORJ\ WR RIIHU D IUDPHZRUN RI XQGHUVWDQGLQJ KRZ WKH LQQHU OLIH LV

  
DFFRXQWHGIRUDQGKRZLWLVLPSDFWHGE\GLVFRXUVH7KLVRIIHUVDPRUHQXDQFHGDFFRXQWRI
KRZSRZHU´IDEULFDWHVDQLQQHUOLIHFRQVFLRXVQHVVWKDWLVOLQNHGLQTXLWHFRPSOH[ZD\VWRWKH
HIIHFWVRISRZHUµ$UULEDV$\OORQDQG:DONHUGLQH
6WLOO WKH FULWLFLVP RI )RXFDXOGLDQ WKLQNLQJ DV GHWHUPLQLVWLF LV FRXQWHUHGZLWK WKH FODULILFDWLRQ
WKDW ´GLVFRXUVHV GR QRW GHWHUPLQH WKLQJV WKHUH LV WKH SRVVLELOLW\ RI UHVLVWDQFH DQG
LQWHUGHWHUPLQDQF\µ$UULEDV$\OORQDQG:DONHUGLQH8OWLPDWHO\KRZHYHUWKHQDWXUHRI
WKHUHVHDUFKTXHVWLRQDQGWKHPDFUROHYHOGLVFRXUVHV$OYHVVRQHWDOEHLQJVFUXWLQLVHG
DUH VXFK WKDW FRQFHUQV RI WKH VXEMHFWLYLW\ DUH QRW SDUWLFXODUO\ SHUWLQHQW $QG VR LW LV QRW
H[SHFWHGWKDWWKLV OLPLWDWLRQRI WKH)RXFDXOGLDQPHWKRGRORJ\ZLOOEHSDUWLFXODUO\ LPSDFWLQJ
RQWKHFDSDFLW\RIWKHUHVHDUFKGHVLJQ
& ´'LVFRXUVH6WDQGV)RU1RWKLQJµ
&ULWLFVKDYHDOVRQRWHGWKHEUHDGWKRISKHQRPHQDWKDWFRQVWLWXWHDV´GLVFRXUVHµ6RPHVD\
WKDW´VRPHWLPHVGLVFRXUVHFRPHVFORVHWRVWDQGLQJIRUQRWKLQJµ$OYHVVRQHWDO7KHUH
LVDPELJXLW\ LQ WKHGHILQLWLRQRIGLVFRXUVHEXWDOVR LQ WKHPDQQHURI FRQGXFWLQJD)'$ 7KLV
DIIHFWVWKHSRWHQWLDOIRUDUHVHDUFKUHSRUW·VFRPSDUDELOLW\ZKLFK5DZVRQDVVHUWVLVWKH
VXJJHVWHGDOWHUQDWLYHWRTXDQWLWDWLYHUHOLDELOLW\5DZVRQ+RZHYHULQUHVSRQVHWRVXFK
FULWLTXH*XWWLQJDUJXHVDJDLQVW WKHYDOLGLW\RI)'$PHWKRGRORJ\WKDWRIIHUVDXQLILHG
IUDPHZRUN$UPVWURQJHFKRHVWKLVDQGLVQRWHGWRKDYHVDLGWKDW)RXFDXOWZRXOGKDYH
GHHPHGSUHVFULELQJDGLVWLQFWPHWKRGRORJ\DVDIIRUGLQJ´DSDUWLFXODUVWDWXV WR WKHSRVLWLRQ
RIWUXWKLQDSHUVSHFWLYHZKHUHWUXWKLVDOZD\VFRQGLWLRQDOµ*LOEHUWHWDO
)XUWKHUPRUHDEGXFWLRQ UDWKHU WKDQGHGXFWLRQRU LQGXFWLRQ LV WKHDLPRI)'$ LQYHVWLJDWLRQ
DQGVRLWFRXOGEHDUJXHGWKDW)'$SKLORVRSKLFDODFFRPPRGDWHVVXFKDPELJXLW\2QO\WKH
EHVW H[SODQDWLRQ IRU KRZ VSHFLILF VRFLDO UHDOLWLHV KDYHEHHQ UHLILHGUHMHFWHG LV VRXJKWZLWK
OLWWOHHIIRUWWRJXDUDQWHHDQ\VXFKH[SODQDWLRQV$UJXDEO\WKDWLVDOOWKDWVFLHQWLILFLQTXLU\FDQ
DFKLHYHZLWKLQDVRFLDOFRQVWUXFWLRQLVWFULWLFDOUHODWLYLVWSDUDGLJP3HUKDSVLWLVWKHSUDFWLFHRI
UHSRUWZULWLQJ LQTXDOLWDWLYHPHWKRGRORJ\ZKLFK UHVWVRQTXDQWLWDWLYH VWDQGDUGV WKDW LV WKH
SUREOHP)URVWHWDO

  
& 'HFRQVWUXFWLRQ'HFRQVWUXFWLRQ'HFRQVWUXFWLRQ
+DPPHUVOH\  RIIHUV D EURDGHU FULWLTXH RI GLVFXUVLYH PHWKRGRORJLHV DQG WKHLU
FRQVWUXFWLRQLVW HSLVWHPRORJLHV ,I NQRZOHGJHSURGXFWLRQ LV D VRFLDO DFWLRQ DQG LQHYLWDEO\ D
FRQVHTXHQFH RI GLVFRXUVH FDQ D GLVFRXUVH DQDO\VLV LWVHOI KDYH DQ\ HSLVWHPLF YDOXH" +H
SUHVHQWVWKHDUJXPHQWWKDWDQ\GLVFRXUVHDQDO\VLVFDQEHGHFRQVWUXFWHGWRVKRZWKHZD\VLQ
ZKLFKWKHGHFRQVWUXFWLRQRIWKHGLVFXUVLYHREMHFWLVLWVHOIOLPLWHGE\WKHGLVFRXUVHVDYDLODEOHWR
WKHDQDO\VW$VVXFK LW LVQHFHVVDU\IRUHDFKGLVFRXUVHDQDO\VLVWR LQFOXGHZLWKLQ LWDUHIOH[LYH
DQDO\VLVWKDWPDNHVFOHDUKRZWKHGLVFRXUVHDQDO\VLVLWVHOILVVXEMHFWWRGLVFXUVLYHFRQVWUXFWLRQ
7RGR VR LV WR LQFUHDVH WKHYDOLGLW\RIGLVFXUVLYH UHVHDUFKDQGDV&UHVZHOODQG0LOOHU 
GHPRQVWUDWH UHIOH[LYLW\ LV DQ DSSURSULDWHO\ PHDQLQJIXO YDOLGLW\ SURFHGXUH DYDLODEOH WR
TXDOLWDWLYH UHVHDUFKHUVRSHUDWLQJZLWKLQWKHFULWLFDO UHVHDUFKSDUDGLJP+RZHYHU LW UHPDLQV
WKDW D GHFRQVWUXFWLRQ LV RSHQ WR IXUWKHU GHFRQVWUXFWLRQ DQG VR WKH ´PRUDO DQG SROLWLFDO
DXWKRULW\µWKDWGLVFRXUVHDQDO\VLVDLPVWRDFKLHYHPD\LQGHHGEHHOXVLYH
+DPPHUVOH\  RIIHUV DQRWKHU FULWLFLVP UHJDUGLQJ WKH DVVXPSWLRQ WKDW WKH XVH RI D
SDUWLFXODUGLVFRXUVHGXULQJRQHVSHFLILFRFFDVLRQHJWKHUHVHDUFKLQWHUYLHZLVUHIOHFWLYHRI
WKHGLVFRXUVH·VJHQHUDOLVDELOLW\ WRRWKHURFFDVLRQVDQG WRRWKHU VLPLODUSHRSOH+DPPHUVOH\
DUJXHVWKDWWKHUHLVOLPLWHGH[SODQDWLRQIURPGLVFRXUVHDQDO\VWVDVWRZK\OHWDORQHLI
VXFK LQFLGHQWV RI ODQJXDJH XVH FDQ EH JHQHUDOLVHG LQ WKHVH ZD\V <HW LQ GHVFULELQJ WKH
UHDVRQLQJXQGHUO\LQJ WKLV UHVHDUFKPHWKRGRORJ\DVDEGXFWLYHGLVFXUVLYHDQDO\VWVFRQFHGH
WKDW WKH RQO\ SRVVLEOHDLPRI VXFK UHVHDUFK LV OLPLWHG WR LQIHUHQFHE\ WKHEHVW H[SODQDWLRQ
/LSVFRPE7KRXJKWKHUHFRXOGEHPDQ\H[SODQDWLRQVVHWWOLQJIRUWKHEHVWLVVXIILFLHQW
LQRULHQWLQJXVWRZDUGWKHWDNHQIRUJUDQWHGQDWXUHRIRXUVXUURXQGLQJV UDWKHUWKDQVSHFLILF
JHQHUDOLVDEOHQRWLRQVZKLFKLVDVXIILFLHQWDLP
& 0HWKRGV
$FFRUGLQJ WR 0F*UHJRU DQG 0XUQDPH  PHWKRGRORJ\ ´UHIHUV WR KRZ ORJLF UHDOLW\
YDOXHVDQGZKDWFRXQWVDVNQRZOHGJHLQIRUPWKHUHVHDUFKµ7KHPHWKRGRORJ\KDVWKXVEHHQ
GHVFULEHGDERYH7KHPHWKRGVWKDWZHUHXVHGWRLPSOHPHQWWKHUHVHDUFKVWXG\ZLOOQRZEH
GHVFULEHG ,PSRUWDQWO\PHWKRGRORJ\ LVGLVWLQFW IURPPHWKRGZKLFK UHIHUV WR WKH WRROVDQG

  
SUDFWLFDOLWLHV RI WKH UHVHDUFK SURFHVV WKDW DUH SUHVFULEHG E\ WKH PHWKRGRORJ\ $PHULFDQ
+HULWDJH'LFWLRQDU\

& 5HVHDUFK'HVLJQ
7KLV TXDOLWDWLYH UHVHDUFK LV FKDUDFWHULVHG E\ 6RFLDO &RQVWUXFWLRQLVW (SLVWHPRORJ\ 7KH
WUDQVFULSWV RI  VHPLVWUXFWXUHG LQWHUYLHZV ZLWK OHDGHUV RI WKLUG VHFWRU HPSOR\DELOLW\
SURJUDPPHVZHUHDQDO\VHGXVLQJ)RXFDXOGLDQ'LVFRXUVH$QDO\VLV7KHDLPRIWKHDQDO\VLVZDV
WRXQGHUVWDQGKRZWKHSDUWLFLSDQWVFRQVWUXFWHGHPSOR\DELOLW\DQGKRZWKLVLQWXUQLQIRUPHG
WKHLUSUDFWLFHLQUHODWLRQWRRWKHUSURIHVVLRQDOVSDUWLFXODUO\SV\SUDFWLWLRQHUV
, LQLWLDOO\ FRQVLGHUHG HQJDJLQJ ERWK SV\FKRORJLVWV DQG WKLUG VHFWRU SURIHVVLRQDOV ZRUNLQJ WR
HQKDQFHWKHHPSOR\DELOLW\RIWKHLUFOLHQWVLQWKHVWXG\7KHUDWLRQDOHZDVWRFRQWH[WXDOLVHWKH
ILQGLQJVIURPERWKSURIHVVLRQVJLYHQWKHLQWHUHVWLQSRWHQWLDOO\LQWHJUDWLQJSUDFWLFH+RZHYHU,
XOWLPDWHO\GHFLGHGQRWWRZLWKDFRQFHUQWKDWDZLGHYDULHW\RIVHWWLQJVDQGRUJDQLVDWLRQDO
VWUXFWXUHV ZRXOG SRWHQWLDOO\ EH UHSUHVHQWHG E\ WKH FRPELQDWLRQ RI SV\FKRORJLVW DQG QRQ
SV\FKRORJLFDO SURIHVVLRQDO , FKRVH WR IRFXV WKH UHVHDUFK DQG H[SORUH LVVXHV SHUWDLQLQJ WR
SV\FKRORJLFDOSUDFWLFHLQRQHVHWWLQJ
& ,QFOXVLRQ&ULWHULD
0HWKRGVRIUHFUXLWPHQWZHUHWDUJHWHGWRZDUGVWKLUGVHFWRUVVHWWLQJVQRQSURILWRUJDQLVDWLRQV
VRFLDO HQWHUSULVHV DQG VRFLDO ILUPV PDLQO\ VRFLDO HQWHUSULVHV ZKRVH REMHFWLYHV LQFOXGHG
LPSURYLQJ WKH HPSOR\DELOLW\ RI LQGLYLGXDOV DW ULVN RI VRFLDO H[FOXVLRQ ,Q UHJDUGV WR WKH
RUJDQLVDWLRQV· VSHFLILF SUDFWLFHV WKHUH ZHUH QR RWKHU FULWHULD GHILQHG RWKHU WKDQ WKH
RUJDQLVDWLRQ VHOILGHQWLILFDWLRQDVSURPRWLQJHPSOR\DELOLW\ 7KLUG VHFWRU VHWWLQJV UDWKHU WKDQ
JRYHUQPHQWDORUJDQLVDWLRQVRUWKRVHODUJHO\UHOLDQWRQJRYHUQPHQWIXQGLQJZHUHFRQVLGHUHG
EHFDXVHRIWKHUHVHDUFKVWXG\·V´VWDUWLQJSRLQWVµ
 7KHRVWHQVLEOHLQFRPSDWLELOLW\EHWZHHQSV\SUDFWLFHDQGVRFLDOHQWUHSUHQHXUVKLSWKDW
LV PDLQWDLQHG E\ WKH OLPLWHG UHVHDUFK UHJDUGLQJ LQWHJUDWLRQ DQG WKH DSSDUHQW

  
DEVHQFHRISV\FKRORJLFDOSUDFWLWLRQHUV IURP WKLUG VHFWRU HPSOR\DELOLW\SURJUDPPHV
LQVSLWHRILQWHUQDOLVLQJSV\FKRORJLVLQJFRQVWUXFWLRQVRIHPSOR\DELOLW\
 7KH )RXFDXOGLDQ LQVLJKWV UHJDUGLQJ WKH UHODWLRQVKLSV VKRZQ WR H[LVW EHWZHHQ VWDWH
LQVWLWXWLRQVDQGSV\GLVFLSOLQHV
 7KH SRWHQWLDO IRU WKLUG VHFWRU VHWWLQJV WR UHVLVW RU GHYLDWH IURP LQVWLWXWLRQDO VWDWH
SUDFWLFHVE\YLUWXHRIWKHLUVRFLDODLPV
7KH UHVHDUFKDLPHG WRH[SORUH WKH WHQVLRQV VHHPLQJO\FRPSOLFDWLQJ WKH LQWHJUDWLRQRISV\
SUDFWLFH ZLWK WKLUG VHFWRU HPSOR\DELOLW\ SUDFWLFH PDLQO\ VRFLDO HQWUHSUHQHXUVKLS +RZHYHU
WKH SUHVHQFH RI D SV\SUDFWLWLRQHU LQ D SRWHQWLDO SDUWLFLSDWLQJ RUJDQLVDWLRQ RU WKH
RUJDQLVDWLRQ·VHVWDEOLVKHGUHODWLRQVKLSZLWKH[WHUQDOSV\FKRORJLFDORUJRYHUQPHQWDOSDUWLHV
GLGQRWFRXQWDVH[FOXVLRQFULWHULD2ILQWHUHVWZHUHFRQVWUXFWLRQVRIHPSOR\DELOLW\WKDWZRXOG
RUZRXOGQRWSHUPLWWKHLQWHJUDWLRQZLWKSV\GLVFLSOLQHVLQZKDWHYHUIDVKLRQ
7KDWVDLGSDUWLFLSDQWVZHUHUHFUXLWHGRQWKHEDVLVRIWKHLUGLUHFWRULDORUDXWRQRPRXVSRVLWLRQV
ZLWKLQWKHVHRUJDQLVDWLRQV7KLVZDVGHVLJQHGWRHQVXUHWKDWWKH\KDGGHFLVLRQPDNLQJJDWH
NHHSLQJ FDSDFLW\ LQ UHJDUGV WR WKH LQYROYHPHQW RI RWKHU SURIHVVLRQV $ UHODWHG LQFOXVLRQ
FULWHULRQZDVWKDWHDFKSDUWLFLSDQWKDGWRKDYHEHHQHPSOR\HGLQWKHGHFLVLRQPDNLQJUROH
IRUDW OHDVWD\HDU7KHVHFULWHULDUHJDUGLQJSRVLWLRQDQGOHQJWKRIVHUYLFHZHUHH[SHFWHGWR
HQVXUHWKDW WKHSDUWLFLSDQWVKDGDVXIILFLHQWO\FRKHUHQWXQGHUVWDQGLQJRI WKHRUJDQLVDWLRQ·V
SKLORVRSKLHV VHUYLFHV DQG LWV UHODWLRQVKLS ZLWK RWKHU VRFLDO HQWLWLHV HJ WKH SV\FKRORJLFDO
GLVFLSOLQHDQGWKHZHOIDUHV\VWHP
& ,GHQWLI\LQJ3RWHQWLDO3DUWLFLSDQW2UJDQLVDWLRQV
3RWHQWLDO SDUWLFLSDWLQJ RUJDQLVDWLRQV ZHUH LQLWLDOO\ LGHQWLILHG WKURXJK RQOLQH VHDUFKHV XVLQJ
GLIIHUHQW FRPELQDWLRQV RI NH\ WHUPV ´QRQSURILW RUJDQLVDWLRQµ ´VRFLDO HQWHUSULVHµ ´VRFLDO
ILUPµ´HPSOR\DELOLW\µ´HPSOR\PHQWµ´VRFLDOH[FOXVLRQµDQG´8.µ7KHVHVHDUFKHV\LHOGHGD
OLVW RI SRWHQWLDO SDUWLFLSDQW RUJDQLVDWLRQV WKDW KDG WKH UHVRXUFHV WR FUHDWH DQG XSGDWH
LQGLYLGXDOZHEVLWHV+RZHYHUDXVHIXOZHEVLWHHPHUJHGWKURXJKWKLVVHDUFKWKDWVHUYHGDVDQ
H[WHQVLYH GLUHFWRU\ RI GLYHUVH 8. VRFLDO HQWHUSULVHV LQ SDUWLFXODU 7KH VRFLDO HQWHUSULVHV·

  
LQFOXVLRQ LQ WKLV GLUHFWRU\ ZDV QRW GHSHQGHQW RQ WKHLU DELOLW\ WR FUHDWH DQG PDLQWDLQ D
ZHEVLWH +RZHYHU WKHLU LQFOXVLRQ VXJJHVWHG WKDW WKHUH ZHUH QRWDEOH HQRXJK WR JDLQ WKH
DWWHQWLRQRIRWKHUVDQGIHDWXUHRQDSXEOLFLVLQJZHEVLWH$VVXFKDOLPLWDWLRQRIWKLVSURFHVVRI
LGHQWLILFDWLRQZDV LQ LWV UHVWULFWLYHQHVV 3RWHQWLDOSDUWLFLSDQWRUJDQLVDWLRQVZHUH VKRUWOLVWHG IRU
IXUWKHUHQJDJHPHQWLILWZDVHYLGHQWIURPWKHLQIRUPDWLRQDYDLODEOHWKDWHPSOR\DELOLW\ZDVD
SULPDU\REMHFWLYHRIWKHRUJDQLVDWLRQRURIDGHSDUWPHQWZLWKLQLWUDWKHUWKDQDQH[SHFWHGEL
SURGXFW
´$WULVNRIVRFLDOH[FOXVLRQµLQWKHUHVHDUFKTXHVWLRQZDVQRWVSHFLILHGWRVXJJHVWSDUWLFXODU
GHPRJUDSKLFV 7KH HPSKDVLV RQ WKLUG VHFWRU DQG HPSOR\DELOLW\ LQ WKH RQOLQH VHDUFKHV
DSSHDUHG WR KDYH D VHOIVHOHFWLYH HIIHFW LQ WKDW WKH RUJDQLVDWLRQV LGHQWLILHG WKURXJK WKLV
VHDUFKW\SLFDOO\VXSSRUWHGWKRVHDWULVNRIVRFLDOH[FOXVLRQ&OLHQWSRSXODWLRQVUHSUHVHQWHGLQ
WKHVHDUFKUHVXOWV LQFOXGHGORQJWHUPXQHPSOR\HG\RXQJKRPHOHVVSHRSOH LQGLYLGXDOVZLWK
FULPLQDO KLVWRULHV LQGLYLGXDOV GLDJQRVHG ZLWKPHQWDO KHDOWK GLIILFXOWLHV RU OHDUQLQJ GLVDELOLW\
LQGLYLGXDOVZLWKSK\VLFDOGLVDELOLW\RUWKRVHZKRHQJDJHGLQVXEVWDQFHDEXVHEHKDYLRXUV%\
QRW VSHFLI\LQJ WKH LQFOXVLRQ FULWHULD WKLV ZD\ WKH UHVHDUFK GHVLJQ UHPDLQHG RSHQ WR WKH
SRWHQWLDO WKDW SDUWLFLSDWLQJ RUJDQLVDWLRQV ZHUH FKDUDFWHULVHG E\ GLIIHUHQW YDULDWLRQV RI
SURIHVVLRQDO LQYROYHPHQW UHIOHFWLYH RI WKH FOLHQWV ´QRQHPSOR\PHQWµ QHHGV 7KDW
ZLWKVWDQGLQJ WKH TXHVWLRQ RI KRZ GHFLVLRQPDNLQJ OHDGHUV FRQVWUXFW HPSOR\DELOLW\ WR
HQDEOHUHVLVWRUGHILQHSDUWLFXODUSURIHVVLRQDO UHODWLRQVKLSVZLWKRWKHUGLVFLSOLQHV SDUWLFXODUO\
SV\GLVFLSOLQHVZRXOGVWLOOEHDGGUHVVHG
& &RQWDFWLQJDQG5HFUXLWLQJ3DUWLFLSDQW2UJDQLVDWLRQV
2QFH , LGHQWLILHGDQDSSURSULDWHRUJDQLVDWLRQ ,FDOOHGDQGRUHPDLOHG WKHRUJDQLVDWLRQ WR
LGHQWLI\ DQ LQGLYLGXDOZLWKLQ WKHRUJDQLVDWLRQZKRZRXOGEHVWPHHW WKH LQFOXVLRQFULWHULD ,Q
VRPHLQVWDQFHVWKLVLQIRUPDWLRQZDVHYLGHQWIURPWKHRUJDQLVDWLRQV·ZHEVLWH:KHUHWKLVZDV
WKH FDVH , XVHG WKH FRQWDFW LQIRUPDWLRQ DYDLODEOH WR VHQG D EULHI WKRXJK XQVROLFLWHG
LQWURGXFWRU\HPDLOVHH$SSHQGL[&ZLWKDQH[SODQDWLRQRIWKHUHVHDUFKDQGDUHTXHVWIRU
WKHPWRFRQWDFWPHLIWKH\ZHUHLQWHUHVWHGLQSDUWLFLSDWLQJ,DOVRFDOOHGZKHUHLWZDVSRVVLEOH
DQGLQYDULDEO\OHIWYRLFHPDLOVRUPHVVDJHVWKDWZHUHXQIRUWXQDWHO\XQDQVZHUHG:KHUHVXFK

  
GLUHFW FRQWDFW LQIRUPDWLRQ ZDV QRW DYDLODEOH , FDOOHG WKH RUJDQLVDWLRQ·V PDLQ WHOHSKRQH
OLQHV,ZDVRIWHQGLUHFWHGWRVHQGDQHPDLOWRDJHQHULFLQIRUPDWLRQHPDLOZLWKDQDVVXUDQFH
WKDWP\HQTXLU\ZRXOGEHDGGUHVVHGDSSURSULDWHO\
7KHVHPHWKRGVZHUHVXFFHVVIXO LQHVWDEOLVKLQJFRQWDFWZLWKRQHSDUWLFLSDQWZKRUHVSRQGHG
HQWKXVLDVWLFDOO\WRDQHPDLOLQYLWDWLRQ2QFHVKHH[SUHVVHGKHULQWHUHVWLQSDUWLFLSDWLQJ,VHQW
KHU D FRS\ RI WKH SDUWLFLSDQW LQIRUPDWLRQ VKHHW VHH $SSHQGL[ & ZKLFK H[SODLQHG LQ
JUHDWHUGHWDLOWKHDLPVRIWKHVWXG\DQGZKDWKHUSDUWLFLSDWLRQZRXOGLQYROYH:HFRQWLQXHG
WRDUUDQJHWKHSDUWLFLSDQWLQWHUYLHZYLDHPDLO
%HFDXVHRIWKHOLPLWHGUHVXOWVWKDWWKHDERYHPHWKRG\LHOGHGP\VXSHUYLVRUDQG,DWWHPSWHG
WRHQJDJHDQRUJDQLVDWLRQE\PDNLQJXVHRIWKHFORXWLQP\VXSHUYLVRU·VSURIHVVLRQDOLGHQWLW\
DQG FRQQHFWLRQV ZLWK WKH XQLYHUVLW\ :KLOH VKH UHFHLYHG D UHVSRQVH WR WKH SDUWLFLSDWLRQ
LQYLWDWLRQHPDLOWKDWVKHVHQWWKHRUJDQLVDWLRQXOWLPDWHO\GHFOLQHGWRSDUWLFLSDWHDVWKH\KDG
GRQHZLWKDQXPEHURIRWKHULQWHUHVWHGUHVHDUFKHUV
,WKHQRSWHGWRPDNHXVHRIPXWXDODFTXDLQWDQFHV,UHFUXLWHGSDUWLFLSDQWVWKURXJKPXWXDO
DFTXDLQWDQFHV ZKR NQHZ RI P\ UHVHDUFK DQG KDG SURIHVVLRQDO UHODWLRQVKLSV RI YDULHG
GHSWKZLWK WKH OHDGHUV RI DSSURSULDWHRUJDQLVDWLRQV 7KHVH SDUWLFLSDQWVZHUH HDFK WKHQ
ZLOOLQJWRUHIHUPHWRRWKHUSRWHQWLDOSDUWLFLSDQWVWKXVPDNLQJVQRZEDOOVDPSOLQJDVLJQLILFDQW
SDUWRIP\UHFUXLWPHQWSURFHVV7KRVH´VQRZEDOOHGµSDUWLFLSDQWVERWKLQLWLDWHGFRQWDFWZLWK
PHYLDHPDLOVHH$SSHQGL[&DIWHUOHDUQLQJDERXWP\LQWHUHVWVIURPWKHSDUWLFLSDQWVZKR
KDGSUHYLRXVO\EHHQLQWHUYLHZHGDQGDJUHHGWRUHIHU,WKXVUHFUXLWHGDQGLQWHUYLHZHGDWRWDO
RISDUWLFLSDQWVEHWZHHQ)HEUXDU\DQG6HSWHPEHU 7KHILQGLQJVRI LQWHUYLHZVZHUH
XVHGWRHVWDEOLVKWKHILQGLQJVRIWKHUHVHDUFK
,QVXPPDU\
 SDUWLFLSDQWZDVUHFUXLWHGE\XQVROLFLWHGHPDLO
 SDUWLFLSDQWVZHUHUHFUXLWHGZLWKWKHKHOSRIPXWXDODFTXDLQWDQFHVZKRGLGQRW
PHHWWKHLQFOXVLRQFULWHULDWKHPVHOYHV

  
 SDUWLFLSDQWVZHUHUHFUXLWHGXVLQJVQRZEDOOVDPSOLQJZKHUHE\SDUWLFLSDQWZKR
PHWWKHLQFOXVLRQFULWHULDUHIHUUHGPHWRDQRWKHUSDUWLFLSDQW
, FKRVH WR UHFUXLW DQG LQWHUYLHZ WKHVH  SDUWLFLSDQWV ZLWK WKH XQGHUVWDQGLQJ WKDW P\
HSLVWHPRORJLFDO DLPZDV QRW WR HVWDEOLVK JHQHUDOL]DEOH UHVXOWV EXW WR RULHQW UHDGHUV WR WKH
VRFLDOO\FRQVWUXFWHG´UHDOLWLHVµDQGWRWKHDFWLRQRIGLVFRXUVH$VVXFK,HVWDEOLVKHGZLWKP\
VXSHUYLVRUWKDWDVDPSOHVL]HRIOHVVWKDQWHQZRXOGEHHIILFLHQWWRDFKLHYHWKHVHDLPVZKLFK
LV LQ OLQH ZLWK WKH ILQGLQJV RI 0DUVKDOO  :H DOVR FRQVLGHUHG WKDW WKH JHQHDORJLFDO
DSSURDFK LQKHUHQW LQ WKH OLWHUDWXUH UHYLHZ ZRXOG LWVHOI RIIHU D DQ RSSRUWXQLW\ IRU D
)RXFDXOGLDQDQDO\VLVRIPHDQLQJPDNLQJDVLWUHODWHVWRHPSOR\DELOLW\SUDFWLFHV
& 3DUWLFLSDQWGHPRJUDSKLFV
7KH SDUWLFLSDQWV· GHPRJUDSKLFV DUH GHVFULEHG EHORZ 7KH QDPHV UHSUHVHQWHG DUH
SVHXGRQ\PVXVHGWRHQVXUHWKHSDUWLFLSDQWV·DQRQ\PLW\
 &KULVWRSKHU LVDZKLWH%ULWLVKERUQPDOHGLUHFWRURID VRFLDOHQWHUSULVH WKDWKDVZRQ
SXEOLF VHFWRU FRQWUDFWV WR VXSSRUW ORQJWHUP XQHPSOR\HG LQGLYLGXDOV GHYHORS
HPSOR\DELOLW\ 7KHLU FOLHQWV DUH ODUJHO\ UHFHLYLQJ EHQHILWV DQG D SURSRUWLRQ RI WKHP
ZHUHGHVFULEHGDVH[SHULHQFLQJPHQWDOKHDOWK LVVXHV 7KHVRFLDOHQWHUSULVH LV VWDIIHG
E\D VPDOO QXPEHU RI HPSOR\PHQW VSHFLDOLVWVZKRPD\KDYHEHHQDW ULVN RI VRFLDO
H[FOXVLRQ WKHPVHOYHV DW RQH SRLQW 7KH VRFLDO HQWHUSULVH DFFHSWV VHOIUHIHUUDOV DQG
UHIHUUDOVIURPRWKHURUJDQLVDWLRQV,WPDLQWDLQVH[WHUQDOUHODWLRQVKLSVZLWK,$37WKH-RE
&HQWUHDQGRWKHUFRPPXQLW\UHVRXUFHVRIWHQDFWLQJLQDPHGLDWRU\UROHRQEHKDOIRI
PXWXDO FOLHQWV 7KH VRFLDO HQWHUSULVH XVHV DQ ,36 PRGHO WR SODFH FOLHQWV LQ ZRUN
SODFHPHQWV DQG RIIHUV IOH[LEOH VXSSRUW LQ WKH DUHDV RI &9 ZULWLQJ YRFDWLRQDO
DVVHVVPHQW MRE VHDUFK LQWHUYLHZ SUHSDUDWLRQ MRE SODFHPHQW DQG FRDFKLQJ ,W
FRQWLQXHVWRRIIHUHPSOR\PHQWVXSSRUWIRUDSHULRGDIWHUDFOLHQWKDVEHHQSODFHGLQ
D ZRUN SODFHPHQW 7KH VRFLDO HQWHUSULVH DOVR SHUIRUPV RWKHU HPSOR\DELOLW\UHODWHG
UROHV VXFK DV RIIHULQJ YRFDWLRQDO WUDLQLQJ FRXUVH WR WKH SXEOLF DQG RUJDQLVDWLRQDO
FRQVXOWDWLRQV

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 $GULDQLVDZKLWH%ULWLVKERUQPDOHGLUHFWRURIDVRFLDOHQWHUSULVHWKDWKDVZRQSXEOLF
VHFWRU FRQWUDFWV WR VXSSRUW ORQJWHUP XQHPSOR\HG LQGLYLGXDOV ZLWK PHQWDO KHDOWK
LVVXHV GHYHORS HPSOR\DELOLW\ 7KHLU FOLHQWV DUH ODUJHO\ UHFHLYLQJ EHQHILWV DQG D
SURSRUWLRQRI WKHPZHUHGHVFULEHGDVH[SHULHQFLQJPHQWDOKHDOWK LVVXHV 7KH VRFLDO
HQWHUSULVH LV VWDIIHG E\ D VPDOO QXPEHU RI HPSOR\PHQW VSHFLDOLVWV ZKR PD\ KDYH
EHHQDWULVNIRUVRFLDOH[FOXVLRQWKHPVHOYHVDWRQHSRLQW7KHVRFLDOHQWHUSULVHDFFHSWV
VHOIUHIHUUDOVDQG UHIHUUDOV IURPRWKHURUJDQLVDWLRQV ,WPDLQWDLQVH[WHUQDO UHODWLRQVKLSV
ZLWK,$37WKH-RE&HQWUHDQGRWKHUFRPPXQLW\UHVRXUFHVRIWHQDFWLQJLQDPHGLDWRU\
UROH RQ EHKDOI RI PXWXDO FOLHQWV 7KH VRFLDO HQWHUSULVH XVHV DQ ,36 PRGHO WR SODFH
FOLHQWV LQ ZRUN SODFHPHQWV DQG RIIHUV IOH[LEOH VXSSRUW LQ WKH DUHDV RI &9 ZULWLQJ
YRFDWLRQDO DVVHVVPHQW MRE VHDUFK LQWHUYLHZ SUHSDUDWLRQ MRE SODFHPHQW DQG
FRDFKLQJ ,W FRQWLQXHV WR RIIHU HPSOR\PHQW VXSSRUW IRU D SHULRG DIWHU D FOLHQW KDV
EHHQ SODFHG LQ D ZRUN SODFHPHQW 7KH VRFLDO HQWHUSULVH DOVR SHUIRUPV RWKHU
HPSOR\DELOLW\UHODWHG UROHV VXFKDV RIIHULQJ YRFDWLRQDO WUDLQLQJFRXUVH WR WKHSXEOLF
DQGRUJDQLVDWLRQDOFRQVXOWDWLRQV
 5LFKDUGLVDZKLWH%ULWLVKERUQPDOHGLUHFWRURIDVRFLDOHQWHUSULVHWKDWKDVZRQSXEOLF
VHFWRU FRQWUDFWV WR VXSSRUW ORQJWHUP XQHPSOR\HG LQGLYLGXDOV ZLWK OHDUQLQJ DQG
SK\VLFDOGLVDELOLWLHVGHYHORSHPSOR\DELOLW\ 7KHLUFOLHQWVDUH ODUJHO\ UHFHLYLQJEHQHILWV
DQGDSURSRUWLRQRI WKHPZHUHGHVFULEHGDVH[SHULHQFLQJPHQWDOKHDOWK LVVXHV7KH
VRFLDO HQWHUSULVH LV VWDIIHG E\ D VPDOO QXPEHU RI HPSOR\PHQW VSHFLDOLVWV ZKR PD\
KDYHEHHQDW ULVN IRU VRFLDOH[FOXVLRQ WKHPVHOYHVDWRQHSRLQW 7KH VRFLDOHQWHUSULVH
DFFHSWV VHOIUHIHUUDOV DQG UHIHUUDOV IURP RWKHU RUJDQLVDWLRQ ,W PDLQWDLQV H[WHUQDO
UHODWLRQVKLSVZLWK,$37WKH-RE&HQWUHDQGRWKHUFRPPXQLW\UHVRXUFHVRIWHQDFWLQJLQ
DPHGLDWRU\UROHRQEHKDOIRIPXWXDOFOLHQWV7KHVRFLDOHQWHUSULVHXVHVDQ,36PRGHO
WR SODFH FOLHQWV LQ ZRUN SODFHPHQWV DQG RIIHUV IOH[LEOH VXSSRUW LQ WKH DUHDV RI &9
ZULWLQJYRFDWLRQDODVVHVVPHQWMREVHDUFKLQWHUYLHZSUHSDUDWLRQMRESODFHPHQWDQG
FRDFKLQJ ,W FRQWLQXHV WR RIIHU HPSOR\PHQW VXSSRUW IRU D SHULRG DIWHU D FOLHQW KDV
EHHQSODFHG LQDZRUNSODFHPHQW5LFKDUGHPSKDVLVHG WKDW WKHRUJDQLVDWLRQRIWHQ

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HQJDJHG PHPEHUV LQ VRFLDO FRQILGHQFH EXLOGLQJ DFWLYLWLHV VXFK DV IRRWEDOO LQ
DGGLWLRQWRHPSOR\DELOLW\VSHFLILFWDVNV
 -DPHV LVDZKLWH%ULWLVKERUQPDOHGLUHFWRURIDQHPSOR\DELOLW\SURJUDPPHZLWKLQD
ODUJHU VRFLDO HQWHUSULVH 7KH RUJDQLVDWLRQ RSHUDWHV LQGHSHQGHQWO\ RI JRYHUQPHQW
IXQGLQJ 7KLV SURJUDPPH VXSSRUWV ORQJWHUP XQHPSOR\HG RU PLJUDQW LQGLYLGXDOV
GHYHORSHPSOR\DELOLW\7KHLUFOLHQWVDUHODUJHO\UHFHLYLQJEHQHILWVDQGDSURSRUWLRQRI
WKHPZHUHGHVFULEHGDVH[SHULHQFLQJPHQWDOKHDOWKLVVXHV7KHSURJUDPPHLVVWDIIHG
E\D VPDOOQXPEHURIHPSOR\PHQW VSHFLDOLVWV 7KHSURJUDPPHDFFHSWV VHOIUHIHUUDOV
DQGUHIHUUDOVIURPRWKHURUJDQLVDWLRQ,WPDLQWDLQVH[WHUQDOUHODWLRQVKLSVZLWK,$37DQG
WKH-RE&HQWUHDQGRWKHUFRPPXQLW\ UHVRXUFHVRIWHQDFWLQJ LQDPHGLDWRU\ UROHRQ
EHKDOIRIPXWXDOFOLHQWV7KHSURJUDPPHXVHVRIIHUVIOH[LEOHVXSSRUWLQWKHDUHDVRI&9
ZULWLQJYRFDWLRQDODVVHVVPHQWMREVHDUFKLQWHUYLHZSUHSDUDWLRQMRESODFHPHQWDQG
FRDFKLQJ ,W FRQWLQXHV WR RIIHU HPSOR\PHQW VXSSRUW IRU D SHULRG DIWHU D FOLHQW KDV
EHHQSODFHG LQZRUNSODFHPHQW 7KHFKDULW\ LVFKDUDFWHULVHGE\RWKHU SURJUDPPHV
WKDW IRUH[DPSOH VXSSRUWFKLOGUHQ LQHGXFDWLRQRIIHUZHOOEHLQJDQGDGXOW OHDUQLQJ
RSSRUWXQLWLHVDQGHQJDJHZRPHQLQHPSRZHUPHQWSURJUDPPHV
 0DULRQ LV D ZKLWH IHPDOH %ULWLVKERUQ GLUHFWRU RI D VRFLDO HQWHUSULVH WKDW VXSSRUWV
\RXQJ KRPHOHVV SHRSOH LQ D VXSSRUWHG DFFRPPRGDWLRQ VFKHPH HOVHZKHUH WR
GHYHORSHPSOR\DELOLW\7KHVRFLDOHQWHUSULVHGRHVVRE\HQJDJLQJWKH\RXQJSHRSOH
LQ FROOHFWLYH DQG LQGLYLGXDO SKRWRJUDSK\ SURMHFWV WKDW FXOPLQDWH LQ D FRPPXQLW\
H[KLELWLRQ 7KH VRFLDO HQWHUSULVH RSHUDWHV LQGHSHQGHQWO\ RI WKH JRYHUQPHQW DQG
JHQHUDWHVDVLJQLILFDQWSURSRUWLRQRILWVIXQGLQJWKURXJKWKHSURGXFWLRQDQGVHOOLQJRI
SUHVHUYHG IRRG (PSOR\PHQW RSSRUWXQLWLHV WKDW VXSSRUW WKLV VDOH DUH RIIHUHG WR WKH
\RXQJSHRSOH WKDW WKH VRFLDO HQWHUSULVH VXSSRUWV 7KHUH DUH IHZRWKHU SURIHVVLRQDOV
LQYROYHG LQ WKH VRFLDO HQWHUSULVH·V RSHUDWLRQ RWKHU WKDQ WKH VXSSRUWHG
DFFRPPRGDWLRQ·VNH\ZRUNHUVZKRDFFRPSDQ\WKH\RXQJSHRSOH


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& 'DWDFROOHFWLRQ
& ,QWHUYLHZLQJ
2QFH,HVWDEOLVKHGFRQWDFWZLWKWKHSDUWLFLSDQWVDVHPLVWUXFWXUHGLQWHUYLHZZDVDUUDQJHG,W
ZDV FRQGXFWHG DW HDFK SDUWLFLSDQW·V SODFH RI ZRUN $W WKH VWDUW RI WKH LQWHUYLHZ WKH
SDUWLFLSDQW LQIRUPDWLRQVKHHWWKDWZDVSUHYLRXVO\VHQWWRHDFKSDUWLFLSDQWZDVVXPPDUL]HG
(DFK SDUWLFLSDQW ZDV WKHQ LQYLWHG WR DVN DQ\ TXHVWLRQV ZLWK D UHPLQGHU WKDW WKH\ FRXOG
ZLWKGUDZDWDQ\SRLQWEHIRUHWKHZULWLQJVWDJHVRIWKHUHVHDUFKEHJLQQLQJLQPLG7KH\
ZHUH DOVR UHPLQGHG WKDW WKH UHVHDUFK ZDV FRQFHUQHG ZLWK WKH PLVVLRQ SUDFWLFHV DQG
FRQWH[W WKDW FKDUDFWHULVHG WKHLU ZRUN UDWKHU WKDQ WKHLU RZQ ELRJUDSKLFDOSHUVRQDO
LQIRUPDWLRQRUWKDWRIWKHLUFOLHQWV7KHLUFRQVHQWWRSDUWLFLSDWHDQGWREHUHFRUGHGZDVWKHQ
REWDLQHG7KHLQWHUYLHZVZHUHWKHQUHFRUGHGXVLQJDQ$NHWHN0XOWLIXQFWLRQDO5HFKDUJHDEOH
+5*%'LJLWDO$XGLR9RLFH5HFRUGHU
& 5HIOH[LYLW\RQ)RUPXODWLQJWKH,QWHUYLHZ4XHVWLRQV
)URP D UHIOH[LYH VWDQGSRLQW LW LV LPSRUWDQW WR QRWH WKDW WKH LQWHUYLHZ TXHVWLRQV ZHUH
IRUPXODWHGZLWKDQLQWHUHVWLQWKH´LQVSLUDWLRQµ´FUHDWLYLW\µDQG´LQQRYDWLRQµWKDWSUHVXPDEO\
FKDUDFWHULVH VRFLDOHQWHUSULVHVDQGGLVWLQJXLVK WKHPIURPVWDWXWRU\PRUH IRUPDOLVHGVHWWLQJV
7KHVH DVVXPSWLRQV UHIOHFWHG P\ RZQ SRVLWLRQLQJ ZLWKLQ D GLVFRXUVH WKDW FRQVWUXFWV
´HPSRZHULQJµ VRFLDO HQWUHSUHQHXUVKLS DV VXSHULRU WR PRUH IRUPDOLVHG VHHPLQJO\
GLVHPSRZHULQJDSSURDFKHVWRHPSOR\PHQWVXSSRUW$UJXDEO\WKHDIILUPDWLYHSRVLWLRQ,WRRN
WRZDUGLQQRYDWLYHVRFLDOHQWUHSUHQHXUVKLSZDVDOLJQHGZLWK7KLUG:D\SROLF\ZKLFKVLPLODUO\
SURPRWHV WKH VRFLDO HQWHUSULVHV DV D UHVSRQVLYHPHDQV RI DGGUHVVLQJ VRFLDO SUREOHPV 7KH
SURPRWLRQDODVSLUDWLRQDO ODQJXDJHRI WKHQHROLEHUDOLVP LVHYLGHQW LQ VRPHRI WKH LQWHUYLHZ
TXHVWLRQVZKLFK LQFOXGHGZRUGVUHIOHFWLYHRIQHROLEHUDOYDOXHVVXFKDV´LQVSLUHGµFUHDWLYLW\
DQG DVSLUDWLRQ ´VXLWHG WRPHHW QHHGVµ IOH[LELOLW\ DQG ´JRLQJ ZHOOµ SURPRWLRQDO ZLWKRXW
DFFRXQWLQJIRUSUHVFULSWLRQ
7KHH[WHQW WRZKLFKQHROLEHUDOGLVFRXUVHV LQWHUDFWHGZLWKP\DSSURDFK WRFRQGXFWLQJ WKH
UHVHDUFK GHVLJQ LV SHUKDSV PRUH QRWDEOH LI , FRQVLGHU WKH TXHVWLRQV , PLJKW KDYH DVNHG

  
SUDFWLWLRQHUV ZLWKLQ VWDWXWRU\JRYHUQPHQWDO VHUYLFHV , ZRXOG OLNHO\ KDYH FRQVWUXFWHG WKH
LQWHUYLHZTXHVWLRQVLQZD\VWRVXJJHVWREOLJDWLRQVWDWXWRU\UHVSRQVLELOLW\JRDOVRXWFRPHVDQG
VWDQGDUGV3HUKDSVWKHUHIRUHHDFKSUDFWLFHHOLFLWVWKHZD\VRIVSHDNLQJWKDWERWKFUHDWHLW
DQGDUHDYDLODEOHWRLW
7KDW ZLWKVWDQGLQJ WKH PDLQ DLP RI WKH LQWHUYLHZ VFKHGXOH ZDV WR XQGHUVWDQG WKH
SDUWLFLSDQW·V ´VRFLDO UHDOLW\µ , IHOW DQ H[SORUDWRU\ DSSURDFK WR WKH LQWHUYLHZV ZRXOG EH
ZRUWKZKLOHZLWKDQDZDUHQHVVRIKRZOLWWOH,NQHZDERXWWKHILHOG,IRXQGOLWWOHLQWKHOLWHUDWXUH
DERXWVRFLDOHQWUHSUHQHXULDOZRUNWKDWZDVQRWODUJHO\HFRQRPLFDORUFRQVWUXFWHGZLWKLQWKH
FRQWH[WRIZRUNLQWHJUDWLRQVRFLDOHQWHUSULVHV7KRXJKWKHLQWHUYLHZTXHVWLRQVZHUHSXUSRVHG
WR XQGHUVWDQG KRZ WKH SDUWLFLSDQWV FRQVWUXFWHG HPSOR\DELOLW\ RU KRZ WKH\ SHUFHLYH WKH
UHOHYDQFH RI SV\FKRORJLVW WR WKHLUZRUN WKRVH WKLQJVZHUH QRW H[SOLFLWO\ DVNHG 7KHVH DLPV
ZHUH WHPSHUHG ZLWK P\ FRQFHUQV DERXW KRZ VXFK TXHVWLRQV ZRXOG EH UHFHLYHG E\ WKH
SDUWLFLSDQWV
, VRXJKW WR OLPLW SRWHQWLDO DVVXPSWLRQV RI P\ DJHQGD DV D UHVHDUFKHUWUDLQHH
SV\FKRORJLVWTXHVWLRQLQJ RU FKDOOHQJLQJ ´H[SHUWµ WR LQ WXUQ OLPLWZKDW , DVVXPHGZRXOG EH
FRQVHTXHQW GHIHQVLYHQHVV RQ WKH SDUWLFLSDQWV· SDUW 7R D VLPLODU HQG , FKRVH QRW WR DVN
H[SOLFLW TXHVWLRQV DERXW WKH LQYROYHPHQW RI SV\SURIHVVLRQDO XQOHVV WKH\ VSRNH LQ
SV\FKRORJLFDO WHUPV , IHOW WKLVZRXOG OLPLW WKHSRWHQWLDORI LPSRVLQJDSV\FKRORJLFDOZD\RI
VSHDNLQJLQFDVHVXFKODQJXDJHZDVQRWW\SLFDORIWKHLU´VRFLDOUHDOLW\µJLYHQWKHDEVHQFHRI
SV\FKRORJLVWV,ZDVDZDUHRIP\SRZHUDVDUHVHDUFKHUWROLPLWKRZSHRSOHVSHDNDFFRUGLQJ
WRZKDW,H[SHFWHGWRILQG$QG\HWLWPD\KDYHEHHQWKDWP\RZQH[FOXVLRQRIWKRVHPRUH
H[SOLFLWTXHVWLRQVFRQWULEXWHG WR WKHH[FOXVLRQVQRWHG LQ WKHDQDO\VLV 7KDW LVQRW WR VD\ WKDW
H[FOXVLRQVZLWKLQRQH·VXVHRIODQJXDJHDUHQRWPHDQLQJIXOVRXUFHVRIGDWDLQWKHPVHOYHV$V
VXFK,ZDVVDWLVILHGZLWKWKHTXHVWLRQV·FDSDFLW\WRIDFLOLWDWHH[SORUDWLRQZKLOHDOVRDOORZLQJ
WKHSDUWLFLSDQWVWRH[FOXGHSV\FKRORJLFDOFRQVWUXFWLRQVIURPWKHLUODQJXDJHSHUKDSVDVWKH\
H[FOXGHGSV\FKRORJLVWVIURPWKHLUSUDFWLFH
,WLVDOVRHYLGHQWWKDWWKHLQWHUYLHZTXHVWLRQVGUHZRQRUJDQLVDWLRQDOODQJXDJH7KHTXHVWLRQV
ZHUH ODUJHO\ IUDPHG WR XQGHUVWDQG WKH UHSUHVHQWHG VRFLDO HQWHUSULVHV· RUJDQLVDWLRQDO

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VWUXFWXUHVDQGIXQFWLRQV6XFKDQRUJDQLVDWLRQDOIRFXVZDVGHHPHGDQDSSURSULDWHZD\WR
XQGHUVWDQGKRZWKHVRFLDOHQWHUSULVHVFRQVWUXFWHGHPSOR\DELOLW\ DQGLQWXUQWKHUHOHYDQFH
RISV\FKRORJLVWV LQWKDWZRUN$IWHUDOO WKH UHVHDUFKVWXG\·VFRQFHUQZLWKHPSOR\DELOLW\ZDV
DUJXDEO\ RUJDQLVDWLRQDO 7KH LQWHUHVW LQ HPSOR\DELOLW\ DV D WRSLF HPHUJHG WKURXJK
FRQVLGHUDWLRQV RI RUJDQLVDWLRQDO SUDFWLFHV DQG LW ZDV IHOW WKDW VLPLODUO\
RUJDQLVDWLRQDOSUDFWLFHRULHQWHG TXHVWLRQV ZRXOG EH VXIILFLHQW WR DQVZHU WKHP 4XHVWLRQV
DERXW VXLWDELOLW\ DQG ´GRLQJ ZHOOµ ZHUH DOVR RUJDQLVDWLRQDO DQG DUJXDEO\ EDVHG RQ WKH
DVVXPSWLRQ WKDW VSHFLILF FRQVWUXFWLRQV RI HPSOR\DELOLW\ GHILQHG WKH SDUWLFLSDWLRQ
RUJDQLVDWLRQV·· REMHFWLYHV $QRWKHU DVVXPSWLRQ DPRQJ WKH LQWHUYLHZ TXHVWLRQV ZDV WKDW
FRQVWUXFWLRQV RI HPSOR\DELOLW\ FRXOG LQ WXUQ EH XQGHUVWRRGE\ DVNLQJ KRZ WKHSDUWLFLSDQWV
GHVFULEHG WKHLUHIIHFWLYHDSSURDFKHV WR VROYLQJ WKH VRFLDOSUREOHPV LH XQHPSOR\PHQW WR
ZKLFKWKH\ZHUHGHVLJQHGWRUHVSRQG
:KLOH WKHUH DUH SHUKDSV WKHRUHWLFDO UHDVRQV IRU IUDPLQJ WKH LQWHUYLHZ TXHVWLRQV LQ WKLV
VHHPLQJO\RUJDQLVDWLRQZD\XSRQUHIOHFWLRQ,VRXJKWWR´VSHDNWKHLUODQJXDJHµDQGQRWDV
DSV\FKRORJLFDOUHVHDUFKHULQRUGHUWRPLWLJDWHDQ\GHIHQVLYHQHVV7KLVLVSHUKDSVVXJJHVWLYH
RIP\ RZQ FRQVWUXFWLRQ RI WKH SV\GLVFLSOLQHV· VRFLHWDO SHUFHSWLRQ:LWK DQ RSSRUWXQLW\ WR
SODQDQGLPSOHPHQWWKHLQWHUYLHZVDJDLQ,ZRXOGSD\JUHDWHUDWWHQWLRQWRKRZWKHLQWHUHVWV
RI WKH UHVHDUFK SURMHFWDUH DOLJQHGZLWK QHROLEHUDOLVP:LWK WKDW DZDUHQHVV ,ZRXOG KDYH
EHHQPRUH LQFOLQHG WR VHHN DPRUH EDODQFHGDFFRXQW IURP WKH SDUWLFLSDQWV ,PD\ KDYH
EHHQDEOHWRJDLQDIXOOHUXQGHUVWDQGLQJRIKRZWKH\FRQVWUXFWHGDQGUHFRQFLOHGWKHPRUH
REOLJDWRU\SXQLWLYH GLPHQVLRQV RI QHROLEHUDO SUDFWLFH WKDW HPHUJHZKHQ WKLQJV ´GRQ·W JR
ZHOOµHYHQLQWKHLURZQVHUYLFHV,ZRXOGKDYHSHUKDSVGRQHVRE\IROORZLQJWKHH[SORUDWRU\
LQWHUYLHZV WKDW ZHUH DFWXDOO\ FRQGXFWHG ZLWK D VHFRQG LQWHUYLHZ DVNLQJ WKH VDPH
SDUWLFLSDQWVTXHVWLRQVLQIRUPHGE\DGHFRQVWUXFWLYHUHDGLQJRILQLWLDOLQWHUYLHZV
& &RQGXFWLQJWKH,QWHUYLHZV
:KLOH WKHVH TXHVWLRQV ZHUH SUHSDUHG EHIRUH WKH LQWHUYLHZ VHH $SSHQGL[ & WKH
SDUWLFLSDQWV ZHUH DOORZHG IUHHGRP RI H[SUHVVLRQ DQG HQFRXUDJHG WR FODULI\ WKURXJK
HODERUDWLRQ DV QHFHVVDU\ 7KHVH LQWHUYLHZ TXHVWLRQV WKXV VHW WKH IUDPHZRUN IRU DOO WKH

  
LQWHUYLHZVKRZHYHUHDFKLQWHUYLHZZDVDXQLTXHFRFRQVWUXFWLRQEHWZHHQHDFKSDUWLFLSDQW
DQGP\VHOI7KHLQWHUYLHZVYDULHGLQOHQJWKODVWLQJEHWZHHQDQGPLQXWHV7KHTXDOLW\RI
WKH LQWHUYLHZ ZDV XSKHOG DFFRUGLQJ WR .YDOH·V  UHFRPPHQGDWLRQV 7KRVH LQFOXGH
´VKRUWHU LQWHUYLHZ TXHVWLRQVµ ORQJHUHODERUDWHG DQG VSRQWDQHRXV LQWHUYLHZHH DQVZHUV
FODULILFDWLRQRIPHDQLQJDQGLQWHUSUHWDWLRQGXULQJWKHDFWXDOLQWHUYLHZDQGFORVHDWWHQWLRQWR
GHWDLOGXULQJWUDQVFULSWLRQ *LOEHUWHWDO ,FRQVWDQWO\DVVHVVHGIRUDQ\VLJQVRIGLVWUHVV
GXULQJ WKH LQWHUYLHZ DQG GHEULHIHG WKH LQWHUYLHZHH DIWHUZDUGV +RZHYHU EHFDXVH WKH
LQWHUYLHZTXHVWLRQVDLPHGWRHQVXUHWKDWUHVSRQVHVHPSKDVLVHGSKLORVRSKLFDORUJDQLVDWLRQDO
LVVXHVUDWKHUWKDQSHUVRQDORQHVGLVWUHVVZDVQHLWKHUQRWHGQRUH[SUHVVHGE\WKHSDUWLFLSDQWV
DV H[SHFWHG ,WZDV W\SLFDOO\ DIWHU WKH LQWHUYLHZV DQG GHEULHI VHVVLRQV WKDW , GLVFXVVHG WKH
SRWHQWLDORI UHFUXLWLQJRWKHUSDUWLFLSDQWRUJDQLVDWLRQV WKURXJKVQRZEDOO VDPSOLQJZKHUHWKLV
PRGHRIUHFUXLWPHQWZDVQHFHVVDU\
7KH LQWHUYLHZV ZHUH WKHQ WUDQVFULEHG YHUEDWLP IRU WKH SXUSRVHV RI DQDO\VLV 7KH WUDQVFULSWV
ZHUHQRWPDGHWRUHIOHFWWKHOLQJXLVWLFGHWDLOVRIWKHLQWHUYLHZ7KHVHDUHQRWDVSHUWLQHQWWR
)'$ ZLWK LWV PDFUROHYHO FRQFHUQV UHJDUGLQJ ODQJXDJH DQG GLVFRXUVH DV LW LV ZLWKLQ '$
PHWKRGRORJ\:LOOLJ7KHSDUWLFLSDQWVDQGDQ\FOLHQWVWKDWZHUHPHQWLRQHGZHUHJLYHQ
SVHXGRQ\PVWRHQVXUHDQRQ\PLW\$OOGDWDZDVVWRUHGVHFXUHO\DQGRQO\,DQGP\VXSHUYLVRU
KDG DFFHVV WR WKH WUDQVFULSWV DQG UHFRUGLQJ 7KH\ ZLOO EH GHVWUR\HG RQH \HDU DIWHU WKH
UHVHDUFK LV VXEPLWWHG 7KHSURFHVV RI DQDO\VLV IROORZHG WKHJXLGHOLQHVSXW IRUZDUGE\:LOOLJ

& $QDO\WLF6WUDWHJ\
, EHJDQ DQDO\VLQJ HDFK LQWHUYLHZ WUDQVFULSW E\ VLPSO\ UHDGLQJ WKH HQWLUH WUDQVFULSW RQ WZR
VHSDUDWHRFFDVLRQV$IWHUWKHVHFRQGUHDGLQJ,ZURWHIUHHO\DERXWP\LPSUHVVLRQVRIWKHWH[W
LQ D UHIOHFWLYH GLDU\ 7KHVH LQFOXGHG WKH HPRWLRQDO UHVSRQVHV DQG PHQWDO DVVRFLDWLRQV ,
H[SHULHQFHGZKLOH UHDGLQJ ,Q WKLVPDQQHU ,ZDVDEOH WRH[SORUHKRZ ,KDGHQJDJHGZLWK
GLVFXUVLYH DFWLYLWLHV HIIHFWHG E\ WKH WH[W WKRXJK WKH\ KDG \HW WR EH GHILQHG 'XULQJ WKLV
SKDVHRI IUHHZULWLQJ ,ZDVDZDUHWKDWFRPPRQVWRULHVFXOWXUDO UHSUHVHQWDWLRQVRFFXUUHG WR
PHLQUHVSRQVHWRZKDW,UHDGVXFKDV´WKHHDJOHZKRWKRXJKWLWZDVDFKLFNHQµRU´ZROYHV

  
LQVKHHS·VFORWKLQJµ,NHSWWKHVHVHQVHVDQGFXOWXUDOUHSUHVHQWDWLRQVLQPLQGDQGXQGHUVWRRG
WKHPWRUHSUHVHQWGLVFXUVLYHDFWLRQRIGLIIHUHQWVRUWV
& $SSO\LQJ:LOOLJ·VVWHSDSSURDFKWRGRLQJ)'$
, UHWXUQHG WR WKH WH[W DQG IROORZHG WKH  VWDJHV WKDW:LOOLJ  VXJJHVWV ,PHFKDQLFDOO\
ZHQW WKURXJK WKH WH[W OLQH E\ OLQH KLJKOLJKWLQJ LQVWDQFHV ZKHUH WKH GLVFXUVLYH REMHFW RI
HPSOR\DELOLW\DSSHDUHGRUZKHUHVRPHWKLQJFRXOGEHLQIHUUHGDVDGHWHUPLQDQWRUDQHIIHFW
RIHPSOR\DELOLW\VHH$SSHQGL[&$WWKLVVWDJHDQGZLWKHDFKUHIHUHQFHWRHPSOR\DELOLW\
, WHQGHG WR DVN TXHVWLRQV RI WKH WH[W WKDW RQO\ UHIOHFWHG WKH ILUVW  VWHSV RI :LOOLJ·V 
DSSURDFK 7KLVZDVP\ SUDFWLFH LQ WKH HDUO\ VWDJHV RI HDFKDQDO\VLV ,PDGH QRWHV RI WKH
IROORZLQJRQWKHWUDQVFULSWLWVHOI
 'LVFXUVLYHFRQVWUXFWLRQV,QVWDQFHRIDQGDVVXPSWLRQLQLQIHUHQFHV
 'LVFRXUVHV:D\VRIVHHLQJWKHZRUOG
 $FWLRQ2ULHQWDWLRQ:KHQWKHGLVFRXUVHLVEHLQJXVHGDQGWRZKDWSXUSRVH
:LWK WKH OLWHUDWXUH UHYLHZ LQ PLQG , DOVR DVNHG ´ZKHUH LV HPSOR\DELOLW\ LQ UHODWLRQ WR WKH
LQGLYLGXDO" ,V LWDOORUQRWKLQJ":KDWGRHVHPSOR\DELOLW\FRH[LVWZLWK":KDWFRQWUDGLFWV WKH
QDWXUH RI HPSOR\DELOLW\" , WKHQ ZURWH SRWHQWLDO DQVZHUV QHDUE\ LQ WKH PDUJLQV RI WKH
WUDQVFULSW
7KHSURFHVVHVRIPRYLQJDORQJWKHVHVWHSVRI LGHQWLI\LQJDQGGHFRQVWUXFWLQJWKHGLVFXUVLYH
REMHFW DQG WKHQ RI LGHQWLI\LQJ WKH GLVFRXUVHV RU WKH DFWLRQ RULHQWDWLRQVZHUH QRW OLQHDU RU
GLVFUHWHDV ,ZHQW IURPSDJH WRSDJH 3DWWHUQVDQG LPDJHVZRXOGFRPH WRPLQG IRUPLQJ
FHUWDLQWKHPHVWKDWRQO\FU\VWDOOLVHGDIWHU LGHQWLI\LQJPXOWLSOHUHODWHGFRQVWUXFWLRQVRUDFWLRQ
RULHQWDWLRQV$UJXDEO\WKHIRUPDWLRQRIWKHVHLPDJHVRUWKHDELOLW\WRUHFRJQLVHSDWWHUQVZDV
LQIRUPHGE\P\RZQORFDWLRQZLWKLQPDFUROHYHOGLVFRXUVHVWKDWZHUHDUJXDEO\DOVRDYDLODEOH
WRWKHSDUWLFLSDQWVGXULQJWKHLQWHUYLHZ7KLVSURFHVVUHIOHFWVP\RZQLQWHUSUHWDWLYHSURFHVVHV
LQWKHDQDO\VLVDQGWKXVKLJKOLJKWVWKHQHHGIRUUHIOH[LYLW\

  
)RUH[DPSOHRQHSDWWHUQRIVSHDNLQJHPHUJHGDV,QRWHGPRUHDQGPRUHVHHPLQJO\UHODWHG
FRQVWUXFWLRQVDQGDFWLRQRULHQWDWLRQV7KLVSDWWHUQZDVVXJJHVWLYHRIRQH·VSURJUHVVLRQIURP
RQHVWDJHWRDKLJKHUVWDJHRIJURZWKUHTXLULQJVWLPXODWLRQIURPWKHHQYLURQPHQWRIRQH·V
VXFFHVV DW HDFK VWDJH RI JURZWK HQVXULQJ PRUH DQG PRUH YDULHG FDSDFLWLHV RI YDULHG
FDSDFLWLHV IDFLOLWDWLQJ PRUH DQGPRUH GRPLQDQFH LQ WKH HQYLURQPHQW DQG RI GRPLQDQFH
EHLQJPDLQWDLQHGWKURXJKUHVSRQVLYHQHVV WRWKHHYHUFKDQJLQJHQYLURQPHQW  ,WEURXJKW WR
P\PLQGHYROXWLRQQDWXUDOVHOHFWLRQDQGDGDSWDELOLW\$QG, WKXVVHWWOHGRQFRQFHSWXDOLVLQJ
WKH UHODWHGFRQVWUXFWLRQVRI HPSOR\DELOLW\ DQG WKHLU DFWLRQRULHQWDWLRQVDVGHULYHG IURP DQ
(YROXWLRQDU\'LVFRXUVHRI$GDSWDELOLW\ZKLFKDVDPDFURGLVFRXUVH,FRXOGUHFRJQLVH
$OO WKH ZKLOH , UHPDLQHG VHQVLWLYH WR VXEMHFW SRVLWLRQV SUDFWLFHV DQG VXEMHFWLYLWLHV PDGH
SRVVLEOHE\P\DQVZHUV WR WKHHDUOLHUTXHVWLRQV ,SHQFLOOHGDVVRFLDWHG UHIOHFWLRQV LQWR WKH
PDUJLQLQVKRUWKDQGLIWKH\EHFDPHDSSDUHQWWRPHGXULQJWKHHDUOLHUSKDVHRIWKHDQDO\VLV
GHVFULEHGDERYH:KHQ,PDGHP\ZD\WRWKHHQGRIDWUDQVFULSWKDYLQJILOOHGPRVWSDJHV
ZLWK QRWHV , WKHQ WUDQVIHUUHG WKH WKHPHVRI GLVFXUVLYHFRQVWUXFWLRQV GLVFRXUVHVDQGDFWLRQ
RULHQWDWLRQVLQWRDWDEOH%DVHGRQWKHLQIRUPDWLRQ,KDGIRXQGLQWKH WH[WXQGHUWKRVHWKUHH
KHDGLQJV,LQIHUHQWLDOO\PDGHQRWHVRIWKHIROORZLQJ
 6XEMHFWSRVLWLRQLQJ:KDWULJKWVDQGGXWLHVDUHEHLQJDVFULEHGWRGLIIHUHQWVXEMHFWV
 3UDFWLFH:KDWFDQEHVDLGDQGGRQHIURPWKRVHSRVLWLRQV
 6XEMHFWLYLW\ :KDW FDQ EH WKRXJKW IHOW DQG H[SHULHQFHG IURP WKRVH VXEMHFW
SRVLWLRQV
,DGGHGWKRVH UHPDLQLQJKHDGLQJVWRWKHGHYHORSLQJDQDO\VLV WDEOHVVHH$SSHQGL[&
DQGDGGHGP\LQIHUHQFHVUHJDUGLQJWKHODVWVWHSVRIWKHDQDO\VLVWRWKHWDEOH7KHQ,ZHQW
EDFN WR WKH WH[W LQ VHDUFK RI WKH ZRUGV , KDG KLJKOLJKWHG RU WKH LQLWLDO LPSUHVVLRQV , KDG
SHQFLOOHG LQ UHJDUGLQJ WKH VXEMHFW SRVLWLRQ SUDFWLFHV DQG VXEMHFWLYLWLHV , DGGHG WKHVH
UHIOHFWLRQVWRWKHWDEOHDVZHOO
7KHUHVXOWDQWDQDO\WLFDOWDEOHVVHWDIUDPHZRUNIRUWKHDQDO\VLVWKDWZLOOVRRQIROORZKRZHYHU
PXFKRIP\WKLQNLQJDQGV\QWKHVLVRFFXUUHGZKLOH,ZURWHWKHDQDO\WLFFKDSWHU

  
& 5HIOH[LYLW\RQ,GHQWLI\LQJGLVFRXUVHV
$VPHQWLRQHGHDUOLHU´GLVFRXUVHµFDQEHXQGHUVWRRGGLIIHUHQWO\DFURVVWKHYDULRXVGLVFLSOLQHV
LWVSDQV8QOLNHLQ/DFDQLDQ'LVFRXUVH$QDO\VLVRU'LVFRXUVH3V\FKRORJ\)RXFDXOW·VFRQFHSWLRQ
RI´GLVFRXUVHVµLVQRWOLPLWHGWRLQFOXGHDGLVWLQFWIHZ/DFDQDQGLVQRWLGHQWLILDEOHDVPLFUR
HYHQWV VLWXDWHG LQ LQWHUSHUVRQDO LQWHUDFWLRQ ,W LV FRQFHUQHGZLWK WKH SRZHU RI ODQJXDJH WR
FUHDWH DQG OLPLW YDULRXV VRFLDO DFWLRQV DQG LQVWLWXWLRQDO SUDFWLFHV ZLWKLQ WKH VRFLDO FRQWH[W
:KHQFRQVLGHULQJ)RXFDXOGLDQGLVFRXUVHWKHDQDO\VWLVVDLGWREHFRQFHUQHGZLWKWKHHIIHFWV
RIODQJXDJHLQWHUPVRIJHQHDORJ\JRYHUQPHQWDOLW\DQGVXEMHFWLILFDWLRQ:LOOLJS
7KURXJK WKH UHVHDUFK SURFHVV KRZHYHU LW DSSHDUHG WKDW D QXPEHU RI ´ZD\V RI VSHDNLQJµ
FRXOGPHGLDWHSURFHVVHVRIJRYHUQPHQWDOLW\RUVXEMHFWLILFDWLRQLQYDULRXVDQGQXDQFHGZD\V
ZKLFK LQ P\ XQGHUVWDQGLQJ UHIOHFWHG WKH DFWLRQ RI GLIIHUHQW GLVFRXUVHV :LWK WKLV LW ZDV
FKDOOHQJLQJWRHVWDEOLVKWKHOLPLWVRIZKDWFRXOGEH´OHJLWLPDWHO\µLGHQWLILHGDVDGLVFRXUVH0\
LGHQWLILFDWLRQRIGLVFRXUVHVEHJDQZLWKDSURFHVVRIQRWLQJKRZSDUWLFXODUZD\VRIVSHDNLQJRI
HPSOR\DELOLW\ UHFXUUHG ZLWKLQ DQG DPRQJ WKH WUDQVFULSWV , JUHZ FRQILGHQW LQ ZKDW , KDG
LGHQWLILHG DV D GLVFRXUVH SDUWLFXODUO\ ZKHQ WKRVH SDWWHUQHG ZD\V RI VSHDNLQJ HVWDEOLVKHG
FRKHUHQWDVVXPSWLRQVUHTXLUHPHQWVDQGSRVVLELOLWLHVIRUWKHHPSOR\DEOHLQGLYLGXDO+RZHYHU
DW WKLV HDUO\ VWDJHRI WKHDQDO\VLV , VRXJKW FRQVHQVXV RQO\DPRQJ WKH WUDQVFULSWV ,ZDV QRW
QHFHVVDULO\ VHHNLQJ WR FRQILUP GLVFRXUVHV WKDW KDYH EHHQ VDLG WR H[LVW LQ WKH ODUJHU VRFLDO
FRQWH[W)XUWKHUPRUH ,DFNQRZOHGJHGWKH LQWHUSUHWDWLYHQDWXUHRITXDOLWDWLYH UHVHDUFKDQG
WKHUHIRUH)'$DQGFRQVLGHUHGP\RZQ UHVSRQVHV WRDQG LGHQWLILFDWLRQZLWK WKHGLVFRXUVHV
LGHQWLILHGDVVXJJHVWLYHRIVRPHHSLVWHPLFYDOXH
,QVSLWHRIWKHVHVWHSV ,ZDVVWLOO IRXQGLWFKDOOHQJLQJWRVDWLVIDFWRULO\HVWDEOLVKZKDWFRXOGEH
FRXQWHGDVDGLVFRXUVH+RZHYHU,PDLQWDLQHGWKHXQGHUVWDQGLQJWKDWGLVFRXUVHGHWHUPLQHV
DQG LV GHSHQGHQW RQ VRFLDO FRQVHQVXV $V VXFK , VRXJKW WR GHWHUPLQH LI WKH FRQVHQVXV
HVWDEOLVKHGDPRQJWKHWUDQVFULSWVH[WHQGHGEH\RQGWKHOLPLWDWLRQVRIP\RZQLQWHUSUHWDWLRQ
ZKLFK PD\ KDYH FUHDWHG ´DUWLILFLDOµ FRQVHQVXV 7R FKDOOHQJH DQGRU FRQWH[WXDOLVH WKH
FRKHUHQFH , ZDV DEOH WR FUHDWH ZLWKLQ P\ DQDO\VLV , UHWXUQHG WR WKH OLWHUDWXUH VHHNLQJ WR
LGHQWLI\LIWKHUHZHUHIRUH[DPSOHVLPLODUO\SKLODQWKURSLFRUKXPDQLVWLF\HWHFRQRPLFZD\VRI

  
VSHDNLQJZLWKLQWKHZLGHUVRFLDOFRQWH[WWKDWHFKRHGP\VLWXDWHGILQGLQJVDQGSRLQWHGWRWKH
ZRUNRIGLVFRXUVHLQNQRZOHGJHSURGXFWLRQ
)LQGLQJ WKDW WKH SDWWHUQV RI VSHDNLQJ , KDG LGHQWLILHG ZHUH HFKRHG E\ H[LVWLQJ OLWHUDWXUH
ZKLFK,FLWHGLQWKHDQDO\VLVIXUWKHUDIILUPHGP\XQGHUVWDQGLQJRIZKDW,KDGLGHQWLILHGFRXOG
EH FRXQWHG DV GLVFRXUVH , ZDV DEOH WR FRQFOXGH WKDW ZKDWHYHU WKHLU GRPLQDQFH WKHVH
GLVFRXUVHVH[LVWHGZLWKLQWKHODUJHUVRFLDOFRQWH[WDQGFRPPRQO\DFWHGRQLQGLYLGXDOVZLWKLQ
DQG EH\RQG WKLV SDUWLFXODU UHVHDUFK VWXG\ WR HOLFLW GLVWLQFW SDWWHUQV RI VSHDNLQJ DERXW
HPSOR\DELOLW\ ,QGHHG WKLV UG VWHS RI UHWXUQLQJ WR H[LVWLQJ OLWHUDWXUH FRXOG EH VDLG WR KDYH
OLPLWHGWKHGHJUHHRIRULJLQDOLQWHUSUHWDWLRQLQWKHDQDO\VLV+RZHYHUWKLVVWHSZDVDPHDQVRI
FRQWH[WXDOLVLQJDQ LQWHUSUHWDWLYHSURFHVVWKDWZDV LQLWLDOO\ OLPLWHGWRWKHWH[WXDOGDWDDQGP\
LPPHUVLRQ LQ LW $ IXUWKHU UHVSRQVH WR WKLV SRWHQWLDO OLPLWDWLRQFULWLFLVP LV WKH GLVFXUVLYH DQG
VRFLDO FRQVWUXFWLRQLVW DFNQRZOHGJHPHQW WKDW UHVHDUFK DQG NQRZOHGJH SURGXFWLRQ DUH
H[SHFWHGO\OLPLWHGE\ZKDWLVDOUHDG\DJUHHGXSRQDVNQRZQNQRZDEOH
7RIXUWKHUVXSSRUWWKHVHSURFHVVHVRILGHQWLILFDWLRQ,UHWXUQHGDJDLQWRH[LVWLQJOLWHUDWXUHDQG
IRXQGDPRUHFRPSUHKHQVLYHHSLVWHPRORJLFDOMXVWLILFDWLRQIRUWKHVHVWHSVLQGHWHUPLQLQJWKH
GLVFRXUVHV LH L VHHNLQJFRQVHQVXVDPRQJ WUDQVFULSWV LL HPSOR\LQJP\RZQ LGHQWLILFDWLRQ
ZLWK WKH GLVFRXUVHV LLL VHHNLQJ HFKRHV RI WKH GLVFRYHUHG GLVFRXUVHV LQ H[LVWLQJ OLWHUDWXUH
*DODVLQVNL DQG 2SDOLQVNL·V  VWDWHPHQWV UHJDUGLQJ WKH PHWKRGRORJLFDO DLPV RI WKHLU
GLVFRXUVH DQDO\VLV RIIHUHG WKLV VXSSRUW /LNH WKHP , WRRN WKH SRVLWLRQ WKDW ILQGLQJ WKH
UHSUHVHQWDWLYHQHVVRUUHDOLW\RIWKHGLVFRXUVHVGLVFRYHUHGZDVQRWQHFHVVDULO\WKHDLPRIWKH
DQDO\WLF VWUDWHJ\$QG VR WKHTXHVWLRQRIZKHWKHU WKHGLVFRXUVHV LGHQWLILHGFRXOGEHVDLG WR
GHILQH WKH ODQJXDJHRID VWDWLVWLFDOO\ VLJQLILFDQWSRSXODWLRQZDVQRW RI LQWHUHVW  ,PDGHDQ
DVVXPSWLRQ VLPLODU WR WKHLUVZKLFKZDV WKDWSHRSOH·V GLVFXUVLYH DFWLRQV DUH URRWHG LQ VRFLDO
SUDFWLFHVµ $V VXFK WKHFRPPRQDOLW\RI ILQGLQJVDPRQJWKHSDUWLFLSDQWV LQWHUYLHZHGZDV
WDNHQ WR VXJJHVW WKH DYDLODELOLW\ RI D GLVFRXUVH WKDW DFWV XSRQ WKHP DOO E\ YLUWXH RI WKHLU
SDUWLFLSDWLRQ LQ WKH VRFLDOFRQWH[W 7KHUHIRUH WKHGLVFRXUVHDQDO\VLV KHUHSRLQWV UDWKHU WKDQ
SURYHV WKH GLVFRXUVHV WKDW LQIRUP ´WKH VRFLDO DQG LQVWLWXWLRQDO FRQWH[W LQ ZKLFK WKH\ DUH
URRWHGµ*DODVLQVNLDQG2SDOLQVNL·V

  
7KHVH  ´VWHSVµ ZHUH FRQVLGHUHG QHFHVVDU\ WR QHJRWLDWH P\ SDUWLFXODU FKDOOHQJH RI
FRQFOXVLYHO\ GHILQLQJ ZKDW FRXQWHG DV D GLVFRXUVH +RZHYHU WKH\ ZRUNHG WRJHWKHU WR
VXJJHVW D SDUWLFXODU XQGHUVWDQGLQJ RI GLVFRXUVH ([SOLFLWO\ , XQGHUVWRRG GLVFRXUVH DV D
SDWWHUQHGZD\ RI VSHDNLQJ WKDW DSSHDUV WR FUHDWH DQG H[LVW WKURXJK VRFLDO FRQVHQVXV DW
YDULRXV OHYHOV VRPH RI ZKLFK ZHUH UHSUHVHQWHG E\ WKRVH DIRUHPHQWLRQHG ´PHDVXUHVµ ,
XQGHUVWRRG WKH GLVFRXUVHV· FUHDWLYH FDSDFLW\ DQG H[LVWHQFH DV FRQVHTXHQFHV RI WKH IDFW
WKDW WKH\DUH VRFLDOO\DFWLYHRUDYDLODEOH IRUXVH LQ ODQJXDJHE\PHDQVRI VRFLDOSUDFWLFHV
)XUWKHUPRUH,XQGHUVWRRGWKHGLVFRXUVHVWKDWDUHUHOHYDQWWRD)RXFDXOGLDQDQDO\VLVDVWKRVH
WKDWFUHDWHGLVWLQFWSRVVLELOLWLHVUHJDUGLQJKRZWKHVXEMHFWFDQXQGHUVWDQGWKHPVHOYHVDVZHOO
DV´WUXWKVµUHJDUGLQJWKHVRFLDOUHDOLWLHVLQZKLFKWKRVHGLVFRXUVHVDFW
7KLVXQGHUVWDQGLQJRIGLVFRXUVHSHUKDSVFRQWULEXWHGWRDQRWKHUFKDOOHQJH,KDGUHJDUGLQJWKH
FRQVWUXFW RI GLVFRXUVH 7KH VHFRQG FKDOOHQJH ZDV LQ UHFRQFLOLQJ WKH ILQGLQJ WKDW VRPH
GLVFRXUVHVDSSHDUHGPRUHGRPLQDQW RU SHUYDVLYH LQ WKHLU XVH VXFK WKDW WKH\ DSSHDUHG WR
GHILQH WKH UHDOPV RI ´FRPPRQVHQVHµ DQG ´HYHU\GD\ OLIHµ WR GLIIHUHQW GHJUHHV LQ WKH
SDUWLFLSDQWV·ODQJXDJH$V&DUWHUGHVFULEHVLWQHROLEHUDOLVPIRUH[DPSOHLV´QRZWKH
FRPPRQVHQVHZD\WRLQWHUSUHWOLYHLQDQGXQGHUVWDQGWKHZRUOGµS+RZHYHUWKHVHDUH
QRWQHFHVVDULO\TXDOLWLHVWKDWQHROLEHUDOLVPVKDUHGZLWKWKHRWKHUGLVFRXUVHVGLVFRYHUHGLQWKH
DQDO\VLV7KDWZLWKVWDQGLQJWKHFRQVWUXFWRIGLVFRXUVHGHVFULEHGDERYHVXJJHVWVWKDWLQVSLWH
RI VXFK GLIIHUHQFHV WKH ´IDFWµ RI WKHLU DYDLODELOLW\ RU LQFLGHQFH RI WKHLU XVH ZDUUDQWV WKHLU
LGHQWLILFDWLRQ DV D GLVFRXUVH <HW , FRQVLGHUHG LW PLVOHDGLQJ WR VXJJHVW WKDW ZLWKLQ WKHVH
SDUWLFLSDQW·V FRQVWUXFWLRQV RI HPSOR\DELOLW\ WKH HYROXWLRQDU\ GLVFRXUVH RI DGDSWDWLRQ IRU
H[DPSOH ZDV XVHG WR VLPLODU GHJUHHV DQG DFFRUGLQJ WR WKH VDPH VFDOH RI SRZHU UHODWHG
HIIHFWV DVZKHQ WKH QHROLEHUDO GLVFRXUVH ZDV XVHG $QG VR , VHW QHROLEHUDOLVP DSDUW DV D
PHWDGLVFRXUVH
<HWDV*DODVLQVNLDQG2SDOLQVNLDVVHUWWKHLVVXHRIDGLVFRXUVH·VGRPLQDQFHLVEH\RQG
WKHUHPLWRIGLVFRXUVHDQDO\VLV7RWDNHWKLVFKDOOHQJHRQLVWRLQWURGXFHIXUWKHUFKDOOHQJHVRI
IRU H[DPSOH GHILQLQJ KRZ VXFK GRPLQDQFHPD\ YDU\ DPRQJ GLVFRXUVHV DQG GHILQLQJ WKH
GLIIHUHQW OHYHOV RI WKH GLVFXUVLYH KLHUDUFK\ WKDW LV LPSOLHGZLWK WKH WHUP PHWDGLVFRXUVH 7KH

  
VXJJHVWLRQ WKDW GLVFRXUVH H[LVW LQ KLHUDUFKLHV DQG FDWHJRULHV PRYHV WKH DQDO\VLV WRZDUGV
HVVHQWLDOLVLQJ RU YDOLGDWLQJ SDUWLFXODU GLVFRXUVHV DV LI WKH\ DUH QRW DOO HTXDOO\ VRFLDOO\
FRQVWUXFWHG ,Q VSLWHRI WKDWSRWHQWLDO WKLVSDUWLFXODU VWXG\·VSUHVHQWDWLRQRI UHVXOWVDLPHGWR
RIIHUDQLQWHUSUHWDWLRQRIWKHGDWDWKDWKLJKOLJKWHGQHROLEHUDOLVPDVDVHHPLQJO\LQHVFDSDEOH
GLVFRXUVH ZLWKLQ WKH SDUWLFLSDQW DFFRXQWV 7KRXJK WKLV VHHPHG DSSURSULDWH LQ UHSUHVHQWLQJ
WKHILQGLQJV WKHDLPZDVQRWWRVXJJHVW WKDWDXQLTXHKLHUDUFK\RIGLVFRXUVHVH[LVWVEH\RQG
WKLVDQDO\WLFLQWHUSUHWDWLRQ
,WZDVFRQVLGHUHGDSSURSULDWHWR VHSDUDWHWKHGLVFRXUVHV LQWRFDWHJRULHVDFFRUGLQJ WRKRZ
WKH\ DSSHDUHG WR ORFDWH RU DWWULEXWH WKH HPSOR\DELOLW\ RI WKH LQGLYLGXDO 7KH KLHUDUFK\
UHSUHVHQWHG ZDV GHHPHG XVHIXO LQ VXJJHVWLQJ WKDW WKH SDUWLFLSDQWV· XVH RI QHROLEHUDO
GLVFRXUVHVZHUHLQVRPHZD\VPRUHGRPLQDQW7KLVLVQRWWRVD\KRZHYHUWKDWWKHHYROXWLRQDU\
GLVFRXUVHZKLFKIRUH[DPSOHPD\EHPXFKPRUHGRPLQDQWLQRWKHUWRSLFVZDVQRWGLVWLQFW
IURP QHROLEHUDOLVP <HW LW VHHPHG WKDW WKH SHUYDVLYHQHVV RI WKH QHROLEHUDO GLVFRXUVH
XQGHUOLQHG WKHZD\V LQZKLFK WKH HYROXWLRQDU\ GLVFRXUVHZDV UHSXUSRVHG DQG XVHG E\ WKH
SDUWLFLSDQWV RIIHULQJ DQ HYROXWLRQDU\ FRQVWUXFWLRQ RI KRZ WKH QHROLEHUDO HPSOR\DEOH
LQGLYLGXDO ZDV H[SHFWHG WR EH (VWDEOLVKLQJ D KLHUDUFK\ WKXV RIIHUHG D PHDQV RI
DFNQRZOHGJLQJDQG WKHQ ODWHU ´IDFWRULQJRXWµ WKHQHROLEHUDOLVP WKDWDSSHDUHG WR LQWHUDFW
ZLWKDOO WKHGLVFRXUVHV%XW LWZDVGHHPHGQHFHVVDU\ WRGRVRZLWKRXW VXJJHVWLQJWKDW WKRVH
GLVFRXUVHVFDQQRWEHXVHGRUXQGHUVWRRG LQGHSHQGHQWRIQHROLEHUDOLVPHOVHZKHUHEH\RQG
WKLV VWXG\$V VXFK WKHRWKHUGLVFRXUVHVZHUHQRWGHSLFWHGDVGLPHQVLRQVRI WKH ODUJHU QHR
OLEHUDOGLVFRXUVHRQO\GLVFRXUVHVWKDWZHUHFRPPRQO\LQWHUDFWLQJZLWKDFRPSDUDWLYHO\PRUH
SHUYDVLYHQHROLEHUDOGLVFRXUVHDWOHDVWLQWKHSDUWLFLSDQWV·ODQJXDJH
*LYHQWKHHDUOLHUPHQWLRQHGFKDOOHQJHRI LGHQWLI\LQJZKDWFRXQWVDVDGLVFRXUVH LGHQWLI\LQJ
QHROLEHUDOLVPDVDPHWDGLVFRXUVHSHUKDSVUDLVHVTXHVWLRQVDERXWWKHMXVWLILFDWLRQDQGYDOLGLW\
RIWKLVKLHUDUFK\+RZHYHU,LGHQWLILHGQHROLEHUDOLVPDVDPHWDGLVFRXUVHQRQHWKHOHVVORRVHO\
YLHZLQJ LWDVD´SDUDGLJPµWKDW LV UHOHYDQWWRWKLVSDUWLFXODU UHVHDUFKVWXG\ WKXVDOLJQLQJP\
QRWLRQ RI D PHWDGLVFRXUVH ZLWK WKDW RI &URSSHU -DFNVRQ DQG .H\V  , ZDV IXUWKHU
HQFRXUDJHG WR PDNH WKLV FODLP E\ FRQVLGHULQJ WKH H[DPSOH RI UHVHDUFKHUV VXFK DV %XWOHU

  
DQG&DUWHUZKRKDYHGRQHWKHVDPH,QGHHGWRFRQFHLYHRIDPHWDGLVFRXUVH
LVDV/\WR\DUGLVTXRWHGWR´PDNHDQH[SOLFLWDSSHDOWRVRPHJUDQGQDUUDWLYHµZKLFKLQWXUQLV
VDLGWRVXJJHVW´VRPHWKLQJSRVWPRGHUQUDWKHUWKDQPRGHUQµ+DEHUS+RZHYHULWLV
DSSURSULDWHO\SRVWVWUXFWXUDOLVW WRGR VR +DEHU ZKLFK LV SHUKDSVDPRUHPHDQLQJIXO
VWDQGDUG ZLWKLQ WKLV )RXFDXOGLDQ VWXG\ )RXFDXOW KLPVHOI ZDV QRW H[SOLFLWO\ SRVWPRGHUQ EXW
SRVWVWUXFWXUDOLVW $V +DEHU  VWDWHV )RXFDXOW GLG QRW ´WKLQN ZH FDQ RSHUDWH ZLWKRXW
JUDQGQDUUDWLYHVRUOHJLWLPDWLQJGLVFRXUVHVµS%XWZHFDQEHVFHSWLFDODERXWWKHP
& $QDO\WLF5HVXOWV
7KURXJK WKLV DQDO\WLF SURFHVV , LGHQWLILHG  FDWHJRULHV RI GLVFRXUVHV WKDW LQWHUQDOLVHG DQG
H[WHUQDOLVHGHPSOR\DELOLW\EXWZHUHFRQILQHGZLWKLQWKHPHWDGLVFRXUVHQHROLEHUDOLVP
& (WKLFDO&RQVLGHUDWLRQV
7KLV VWXG\ UHFHLYHG HWKLFDO DSSURYDO VHH $SSHQGLFHV&&DUHZDV WDNHQ WR HQVXUH WKH
SDUWLFLSDQW·VULJKWVZHUHXSKHOGE\WKHYDULRXVFRQVLGHUDWLRQVKLJKOLJKWHGLQWKH&LW\8QLYHUVLW\
HWKLFVIRUPVHH$SSHQGLFHV&$Q LPSRUWDQWHWKLFDOFRQVLGHUDWLRQIRUPHZDVWRHQVXUH
WKDWP\EHKDYLRXUGXULQJ WKH LQWHUYLHZLQJSURFHVVZDV LQDFFRUGDQFHZLWKP\ UHVHDUFKHU
UROH WKDW LV WRDYRLGXVLQJ´FRQIURQWDWLRQFRXQVHOOLQJW\SHWHFKQLTXHVµGXULQJWKH LQWHUYLHZ
*LOEHUWHWDO2WKHUZLVHZLWK WKHVLQJOHFRQWDFWDQG WKHRUJDQLVDWLRQDO UDWKHU WKDQ
LQGLYLGXDO LQWHUHVWV RI WKH LQWHUYLHZ WKH ERXQGDULHV RI WKH UHVHDUFK UHODWLRQVKLS ZHUH QRW
GLIILFXOWWRPDLQWDLQ*LOEHUWHWDO
& 5HVHDUFK9DOLGLW\
$VVKRZQE\<DUGOH\  WKHVRFLDOFRQVWUXFWLRQLVWHSLVWHPRORJ\RI WKH UHVHDUFKUHQGHUV
REMHFWLYLW\UHOLDELOLW\DQGJHQHUDOLVDELOLW\LQHIIHFWLYHLQPHDQLQJIXOO\PHDVXULQJWKHYDOLGLW\RI
TXDOLWDWLYHUHVHDUFK<DUGOH\KLJKOLJKWVTXDOLWLHVRI´JRRGµTXDOLWDWLYHUHVHDUFKWKDW
ZHUHXVHG WRDVVHVV WKHTXDOLW\RI WKLV UHVHDUFK<DUGOH\ DFNQRZOHGJHV WKDWZLWKLQD
FULWLFDOVRFLDOFRQVWUXFWLRQLVWHSLVWHPRORJ\LWPD\EHLQDSSURSULDWHWRDVVXPHWKDWWKHUHDUH
IXQGDPHQWDOFULWHULDWKDWDUHVHDUFKVWXG\PXVWDFKLHYH+RZHYHUDVVKHVD\VWKHVHFULWHULD

  
RIIHU D JXLGH IRU WKH UHVHDUFKHU WKDW DOORZV UHIOHFWLRQ DQG HIIHFWLYH MXVWLILFDWLRQ RI WKH
PHWKRGRORJLFDOFKRLFHVPDGH <DUGOH\  7KH IRXUFULWHULDDUHDV IROORZV VHQVLWLYLW\ WR
FRQWH[WHPSLULFDODQGVRFLRFXOWXUDOFRPPLWPHQWWRULJRXUWUDQVSDUHQF\DQGFRKHUHQFH
DQGLPSDFWDQGLPSRUWDQFH
,QDGGLWLRQ WRDLPLQJ IRU WKHVHFULWHULD WKH UHVHDUFKDOVR UHOLHGRQ UHIOH[LYLW\DVDPHDQVRI
HQKDQFLQJWKHTXDOLW\RIWKHUHVHDUFKVWXG\$V&UHVZHOODQG0LOOHUVKRZUHIOH[LYLW\LVD
PHDQLQJIXODVVHVVPHQWRIYDOLGLW\LQTXDOLWDWLYHUHVHDUFK
& 0HWKRGRORJLFDO5HIOH[LYLW\
$WWHQWLRQZDVSDLGWRWKHPRWLYDWLRQVIRUWKHUHVHDUFKWKHIRUPXODWLRQRILQWHUYLHZTXHVWLRQV
WKHQDWXUHRILQWHUSUHWDWLRQVPDGHGXULQJWKHDQDO\VLVWKHWH[WVFKRVHQIRUDQDO\VLVDVZHOODV
DQ\ RWKHU DVSHFWV RI WKH UHVHDUFK SURFHVV , UHFRJQLVHG DV QHFHVVLWDWLQJ UHIOH[LYLW\ LH
DFFRXQWLQJ IRU´WKHSV\FKRORJLFDOPHDQLQJPDNLQJRI WKH LQGLYLGXDOµ UHVHDUFKHU )URVWHW
DO7KLVLVDQH[SHFWDWLRQRITXDOLWDWLYHPHWKRGRORJ\KRZHYHU,UHPDLQHGSDUWLFXODUO\
VHQVLWLYHWRKRZP\EHLQJDSDUWRIWKHSV\FKRORJLFDOILHOGDQG\HWZDQWLQJWRZRUNLQWKHVH
WKLUGVHFWRUVHWWLQJVFRQWULEXWHGWRWKHFRFRQVWUXFWLRQVHVWDEOLVKHGEHWZHHQWKHSDUWLFLSDQWV
DQGPHGXULQJGDWDFROOHFWLRQDQGDQDO\VLV$UHIOHFWLYHMRXUQDOZDVNHSWWRWKHVHHQGVDQG
LWVUHIOHFWLRQVDUHVXPPDULVHGEHORZ
& 3DUWLFLSDQW6DPSOLQJDQG'DWD&ROOHFWLRQ
7KH UHTXLUHPHQW WKDW WKH SDUWLFLSDQW RUJDQLVDWLRQV KDG WR EH ´WKLUGVHFWRUµ RU VRFLDO
HQWHUSULVHVPD\KDYHEHHQWRREURDGDQGSHUKDSVWKHLQFOXVLRQFULWHULDUHTXLUHGVSHFLILFLW\
7KLVPD\KDYHKHOSHGWRHQVXUHWKDWVXFKSDUWLFLSDWLQJRUJDQL]DWLRQZHUHPRUHKRPRJHQRXV
LQ WKHLU DIILOLDWLRQ ZLWK JRYHUQPHQWDO VHUYLFHV PHDQV RI IXQGLQJ SURYLVLRQ RI YRFDWLRQDO
UHKDELOLWDWLRQVHUYLFHVRULGHQWLILFDWLRQDVDVRFLDOILUPRU&,&FRPPXQLW\LQWHUHVWFRPSDQ\
+RPRJHQHLW\ZLWKLQWKHSDUWLFLSDQWJURXSLVDQH[SHFWDWLRQZLWKLQTXDOLWDWLYHPHWKRGRORJ\
VR WR DOORZ WKH LQFOXVLRQ FULWHULD WR UHPDLQ DV EURDG DV WKH\ ZHUH PD\ KDYH OLPLWHG WKH
WUDQVIHUDELOLW\DQGFRPSDUDELOLW\RIWKHVWXG\+RZHYHURQHDLPRIWKHLQFOXVLRQFULWHULDZDV
WR UHPDLQ LQFOXVLYH $QRWKHU FKRLFH WR OHDYH LQFOXVLRQ FULWHULD DV WKH\ZHUH KRZHYHU ZDV

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GULYHQ E\ SUDFWLFDO FRQFHUQV JLYHQ WKH LQLWLDO UHFUXLWPHQW GLIILFXOWLHV DQG WLPH FRQVWUDLQWV
7KHUHZDVDQHHGWRLQFUHDVHWKHSUREDELOLW\RISDUWLFLSDWLRQ
7KH VRFLDOFRQVWUXFWLRQLVWHSLVWHPRORJLFDODVVXPSWLRQVRITXDOLWDWLYH UHVHDUFKDUH VXFK WKDW
KRPRJHQHLW\ LV H[SHFWHG DPRQJ SDUWLFLSDQWV +RZHYHU ZLWKLQ )RXFDXOGLDQ 'LVFXUVLYH
PHWKRGRORJ\WKLVUHTXLUHPHQWLVWHPSHUHGE\WKHXQGHUVWDQGLQJWKDWWKHUHLVQRWUXHQDWXUH
WRGLVFRYHUDVPD\EHWKHFDXVHLQ,3$IRUH[DPSOH<DUGOH\$UJXDEO\KRPRJHQHLW\
LV D FRQVHTXHQFH RI VRFLDO DFWLRQ DQG VR LQVLVWLQJ XSRQ LW OLPLWV WKH H[WHQW RI NQRZOHGJH
SURGXFWLRQ WKDW LV SRVVLEOH 6XFK OLPLWDWLRQVPD\EHHIIHFWLYH LQ HQVXULQJ WKDW WKH UHVHDUFK
PHUHO\ DIILUPV ZKDW ZDV VRXJKW RXW LQ WKH ILUVW SODFH 7KHUHIRUH ZKLOH WKHVH SDUWLFLSDQWV
VKDUHG D SDUWLFXODU SRVLWLRQ ZLWKLQ WKH VRFLRSROLWLFDO ODQGVFDSH RI HPSOR\PHQW VXSSRUW
SURYLVLRQ WKH PHWKRGRORJ\ ZDV DEOH WR DFFRPPRGDWH WKH YDULHG UHODWLRQVKLSV WKDW WKH
SDUWLFLSDQWVVKDUHGZLWKGLIIHULQJFOLHQWJURXSVDQGZLWKRWKHUSURIHVVLRQDOVRULQVWLWXWLRQV7KHLU
FRUUHVSRQGLQJLQWHUYLHZWUDQVFULSWVGHPRQVWUDWHGPHDQLQJIXOPXOWLSOLFLW\:KLOHWKHUHVHDUFK
TXHVWLRQDVNHGDERXWWKHFRQVWUXFWLRQRIHPSOR\DELOLW\LWSURYHGLPSRUWDQWWRTXHVWLRQKRZ
WKH SRZHU UHODWLRQVKLSV EHWZHHQ SURYLGHUV DQG FOLHQWV LQIRUPHG WKH SDUWLFLSDQWV·
FRQVWUXFWLRQVRI WKHLU FOLHQWVDQG LQVSLUHG WKHFRQVHTXHQW YDULHW\ RI GLVFXUVLYH QHJRWLDWLRQV
VHHQLQWKHGLIIHUHQWWH[WV
0\ UHFUXLWPHQWPHWKRGV· UHOLDQFHRQ VQRZEDOOLQJ VDPSOLQJDQG RQPXWXDODFTXDLQWDQFHV
HQVXUHG WKDW P\ UHODWLRQVKLS ZLWK HDFK SDUWLFLSDQW YDULHG $V VXFK WKH LQHYLWDEOH FR
FRQVWUXFWLRQVWKDWFKDUDFWHULVHGHDFKLQWHUYLHZZHUHUHQGHUHGHYHQPRUHYDULHGWKDQWKH\
ZRXOG´QDWXUDOO\µKDYHEHHQLI,KDGDSSURDFKHGHDFKSDUWLFLSDQW LQWKHVDPHIDVKLRQ0\
UHODWLRQVKLSZLWK WKHSDUWLFLSDQWVDOVR YDULHGDFFRUGLQJ WR WKHGHSWKRI UHODWLRQVKLS VKDUHG
EHWZHHQWKHPDQGWKHWKLUGSDUW\LQYROYHGLQWKHLUUHFUXLWPHQW$VLPLODUVRXUFHRI´YDULDQFHµ
WKDW FRXOG KDYHDIIHFWHG WKH LQWHUYLHZLQJSURFHVVZDV WKHH[WHQW RIP\FRQWDFWZLWK WKH
SDUWLFLSDQW EHIRUH WKH DFWXDO LQWHUYLHZ :KLOH WKH SDUWLFLSDQW LQIRUPDWLRQ VKHHW
GHPRQVWUDWHG WKH VWXG\ DLPV DQG WKH PHWKRGRORJLFDO DVVXPSWLRQV , IRXQG WKDW GLIIHUHQW
LQLWLDOLQWURGXFWRU\FRQYHUVDWLRQVFKDUDFWHULVHGP\HQFRXQWHUVZLWK WKHSDUWLFLSDQWV LQZD\V
WKDWFRXOGKDYHSHUKDSV´SULPHGµWKHPIRUWKHLQWHUYLHZLQGLIIHUHQWZD\V

  
:LWKLQ)'$PHWKRGRORJ\ WKHUHDUHDZLGH UDQJHRISKHQRPHQDWKDWFRXOGFRXQWDVGDWD
VRXUFHV +RZHYHU WKH JHQHUDO TXDOLWDWLYH SUDFWLFH DQG SHUKDSV RYHUXVH RI LQWHUYLHZV
FUHDWHV D VRFLDO LPSHWXV UHIOHFWLYH RI WKH ILHOG WR LQFOXGH LQWHUYLHZ WUDQVFULSWV DV D GDWD
VRXUFH 1XQNRRVLQJ  3HUKDSV LQGLYLGXDO DFFRXQWV DUH XVHIXO LQ RIIHULQJ QXDQFHG
LQVLJKWV WRGLVFXUVLYHDFWLYLW\ KRZHYHU WKHRUJDQLVDWLRQDODQGPDFUROHYHOFRQFHUQVRI WKLV
UHVHDUFK VWXG\PLJKW KDYHEHHQHTXDOO\ VHUYHGE\ WKHFRQVLGHUDWLRQRISROLF\GRFXPHQWV
DQGRWKHUGLYHUVHVRXUFHV
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
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  
& $QDO\VLV
& ,QWURGXFWLRQ
7KLVFKDSWHUZLOOQRZLOOXVWUDWHWKHILQGLQJVRIWKHDQDO\WLFVWUDWHJ\WKDWZDVGHVFULEHGLQWKH
HDUOLHU VHFWLRQ DQG DSSOLHG LQ WKH DQDO\VLV RI  LQWHUYLHZ WUDQVFULSWV +RZHYHU EHIRUH WKLV
LOOXVWUDWLRQLVDUHPLQGHURIWKHUHVHDUFKDLPVTXHVWLRQDQGGHVLJQ
& 5HVHDUFK$LPV
7KLVUHVHDUFKXOWLPDWHO\DLPVWRGHWHUPLQHWKHIROORZLQJ
 &RXOGSV\GLVFLSOLQHSUDFWLFHLQWKLUGVHFWRUVHWWLQJVSDUWLFXODUO\VRFLDOHQWHUSULVHV
UDWKHU WKDQVWDWXWRU\VHWWLQJVHQDEOHSUDFWLWLRQHUV WRVXSSRUWFOLHQWV LQDFKLHYLQJ
WKHLUHPSOR\DELOLW\JRDOVLQDVRFLDOO\MXVWDFWLYLVWPDQQHU
+RZHYHUWKHUHLVOLPLWHGUHVHDUFKWRVXJJHVWWKDWVXFKLQWHJUDWLRQKDVEHHQH[SORUHGRWKHU
WKDQ LQ WKH IRUP RI VRFLDO ILUPV WKDW HPSOR\ LQGLYLGXDOV GLDJQRVHG ZLWK SV\FKLDWULF LOOQHVV
)XUWKHUPRUH WKHUH LVDQDSSDUHQWDEVHQFHRISV\SUDFWLWLRQHUV IURPWKHWKLUG VHFWRUHIIRUWV
SDUWLFXODUO\ WKH SRSXODU VRFLDO HQWUHSUHQHXULDO HIIRUWV WR HQKDQFH HPSOR\DELOLW\ +RZHYHU
HPSOR\DELOLW\ LV FRPPRQO\ FRQVWUXFWHG LQ LQWHUQDOLVLQJSV\FKRORJLFDO FRQVWUXFWLRQV .LP HW
DO 9DQKHUFNH HW DO WR DQ H[WHQW WKDW SV\FKRORJLFDO SUDFWLFH LV LPSOLFDWHG LQ
HPSOR\PHQW VXSSRUW SURYLGHG E\ VWDWXWRU\ VHWWLQJV 3HUKDSV VXFK DQ DEVHQFH RI SV\
SUDFWLFH LV LQ WKH LQWHUHVW RI VRFLDO MXVWLFH RU DQ LVVXH RI IXQGLQJ RQ WKH SDUW RI WKH VRFLDO
HQWHUSULVHV+RZHYHU%RQGL  VKRZV WKDW&RXQVHOOLQJ3V\FKRORJ\SUDFWLFHPDLQWDLQVD
FDSDFLW\ DQG D ´FRPPLWPHQW WR UHVLVW VRPH IHDWXUHV RI WKLV >QHROLEHUDO@ YHUVLRQ RI
VXEMHFWLYLW\HVSHFLDOO\ LQ LWVDSSHDO WR WKHERXQGHG VHOIPDGH LQGLYLGXDORI OLEHUDO WKHRU\µ
%RQGLS6KHVKRZVWKDWWKHGLVFLSOLQH·VQHROLEHUDOGLVSRVLWLRQ LURQLFDOO\DOLJQV LW
ZLWK UHVLVWDQFHDQGDFWLYLVPDQG WKLV LVSRVVLEOH LQ WKLUG VHFWRU VHWWLQJV %XW VWLOO LWVSRWHQWLDO
DSSHDUV WR UHPDLQ XQH[SORUHG LQ UHVHDUFK DQG LQ SUDFWLFH :LWK D )RXFDXOGLDQ FXULRVLW\
UHJDUGLQJ WKHDELOLW\ RI GLVFRXUVH WRFUHDWHDQG LQKLELW YDULRXV VRFLDO UHDOLWLHV WKLV UHVHDUFK
VWXG\WKXVDLPVWRGRWKHIROORZLQJ

  
 6HW WKH VWDJH IRU WKH TXHVWLRQ SRVHG DERYH E\ DVNLQJ KRZ GLVFRXUVH ZRUNV WR
FRQILJXUH WKLVDSSDUHQW LQFRPSDWLELOLW\EHWZHHQSV\SUDFWLFHDQGHPSOR\DELOLW\
HQKDQFLQJWKLUGVHFWRUVHWWLQJVPDLQO\VRFLDOHQWHUSULVHVLQVSLWHRIWKHGRPLQDQW
LQWHUQDOLVLQJSV\FKRORJLVLQJFRQVWUXFWLRQVRIHPSOR\DELOLW\
 ([SORUHWKH LPSOLFDWLRQVRIWKHDERYHIRUSV\SUDFWLFHDQGVRFLDO MXVWLFH LQVRFLDO
HQWUHSUHQHXULDOVHWWLQJVDQGLQVRGRLQJHQFRXUDJHUHIOHFWLRQZLWKLQWKHGLVFLSOLQH
& 5HVHDUFK4XHVWLRQ
7KHUHVHDUFKVWXG\ZLOOGRVRE\DVNLQJWKHIROORZLQJUHVHDUFKTXHVWLRQ
  +RZ GR OHDGHUV RI WKLUG VHFWRU RUJDQLVDWLRQV SDUWLFXODUO\ VRFLDO HQWHUSULVHV
VXSSRUWLQJ LQGLYLGXDOV DW ULVN RI VRFLDO H[FOXVLRQ LQ WKH HQKDQFHPHQW RI WKHLU
HPSOR\DELOLW\FRQVWUXFWHPSOR\DELOLW\"
& 5HVHDUFK'HVLJQ
7KLV TXDOLWDWLYH UHVHDUFK LV FKDUDFWHULVHG E\ VRFLDO FRQVWUXFWLRQLVW HSLVWHPRORJ\ 7KH
WUDQVFULSWV RI  VHPLVWUXFWXUHG LQWHUYLHZV ZLWK OHDGHUV RI WKLUG VHFWRU HPSOR\DELOLW\
SURJUDPPHVZHUHDQDO\VHGXVLQJ)RXFDXOGLDQ'LVFRXUVH$QDO\VLV7KHDLPRIWKHDQDO\VLVZDV
WRXQGHUVWDQGKRZWKHSDUWLFLSDQWVFRQVWUXFWHGHPSOR\DELOLW\DQGKRZWKLVLQWXUQLQIRUPHG
WKHLUSUDFWLFHLQUHODWLRQWRRWKHUSURIHVVLRQDOVSDUWLFXODUO\SV\SUDFWLWLRQHUV
& 'LVFXUVLYH´3LOODUVµRI7KH$QDO\VLV
%HIRUHLOOXVWUDWLQJWKHILQGLQJVRIWKHDQDO\VLVLWLVSHUWLQHQWWRKLJKOLJKWVLJQLILFDQWFRQVLVWHQFLHV
DQGVHHPLQJO\RYHUDUFKLQJWKHPHVWKDWHPHUJHGDPRQJWKHWUDQVFULSWVWKURXJKWKHDQDO\VLV
,WLVDOVRZRUWKPHQWLRQLQJDWWKLVVWDJHWKDWHDFKRIWKHGLVFRXUVHVSUHVHQWHGLQWKHIROORZLQJ
DQDO\VLVZLOOEHLQWURGXFHGZLWKUHIHUHQFHWRH[LVWLQJOLWHUDWXUHWRFRQWH[WXDOLVHWKHGLVFRXUVH
LGHQWLILHGLQWKHOLWHUDWXUH



  
& 1HROLEHUDOLVPDV$0HWDGLVFRXUVH
,Q VSLWH RI WKH PXOWLSOLFLW\ WKDW ZDV SUHYLRXVO\ GHVFULEHG WR FKDUDFWHULVH WKLV VDPSOH WKH
SDUWLFLSDQWV FRPPRQO\ HPSOR\HG GLVFRXUVH WR PDLQWDLQ WKH UHOHYDQFH DQG FRPSHWLWLYH
GHVLUDELOLW\ RI WKHLU UHSUHVHQWHG VHUYLFH LH VRFLDO HQWHUSULVHV HVSHFLDOO\ LQ FRPSDULVRQ WR
VWDWXWRU\ DJHQFLHV SXUSRVHG WR DFKLHYH VLPLODU HPSOR\DELOLW\ JRDOV 7KHUH ZDV D GLVWLQFW
VHQVH RI HDFK SDUWLFLSDQW·V ZRUN SRVVHVVLQJ D GHILQLQJ XQLTXHQHVV DQG DXWRQRP\ WKDW
UHTXLUHGSUHVHUYDWLRQDQGSURWHFWLRQIURPWKHLQIOXHQFHRIRWKHUSURIHVVLRQDOVRULQVWLWXWLRQV,W
FRXOG EH DUJXHG WKDW WKH GLVFXUVLYH PDLQWHQDQFH RI WKHLU LGLRV\QFUDVLHV LQ VSLWH RI WKHLU
UHODWLYH KRPRJHQHLW\ DV D VDPSOHZDV SHUKDSV D FRQVHTXHQFH RI GLVFRXUVH LQ LWVHOI 7KH
SDUWLFLSDQWV· LQHYLWDEOH SRVLWLRQLQJ ZLWKLQ WKH QHROLEHUDO GLVFRXUVH ZDV HYLGHQW LQ WKHLU
LQVLVWHQFHRQ LQGLYLGXDOLVDWLRQDQGFRPSHWLWLRQDPRQJRWKHU WKLQJV  ,Q IDFW QHROLEHUDOLVP
HPHUJHGDVDNH\GLVFXUVLYH´SLOODUµRIWKHDQDO\VLV
$VDUHPLQGHUQHROLEHUDOLVPLVGHVFULEHGDVVSHFLILFDOO\LQWURGXFLQJ
0DUNHW DQG TXDVLPDUNHW DUUDQJHPHQWV LQWR DUHDV RI VRFLDO OLIHZKLFK KDG KLWKHUWR
EHHQ RUJDQL]HG LQ RWKHU ZD\V³WKH FRUSRUDWLVDWLRQ DQG SULYDWLVDWLRQ RI VWDWH
DJHQFLHV WKHSURPRWLRQRIFRPSHWLWLRQDQG LQGLYLGXDOFKRLFH LQKHDOWKHGXFDWLRQ
DQGRWKHUDUHDV>UHJDUGHG@DVWKHSURSHUVSKHUHRIVRFLDOSROLF\WKHXVHRIILQDQFLDO
PDUNHWVWRUHJXODWHWKHFRQGXFWRIVWDWHVDQGVRRQ+LQGHVS
,PSOLFLW LQWKLVWRSLFRIUHVHDUFK LVDQDZDUHQHVVWKDWHPSOR\DELOLW\ LVKLJKO\ LPSRUWDQWZLWKLQ
QHROLEHUDOVRFLHW\$IWHUDOOWKHGHILQLWLRQRI1HROLEHUDOLVPVKRZVWKDW´FRPPRQQHROLEHUDO
YDOXHVµ LQFOXGH DQ DFWLYH HQJDJHPHQW ZLWK WKH ZRUOG RI ZRUN DXWRQRP\ IURP VRFLDO
VXSSRUWDQGHQWUHSUHQHXULDODFXPHQµ:RROIRUGDQG1HOXQG(TXDOO\SHUWLQHQWWRWKLV
UHVHDUFK WRSLF LV WKH QHROLEHUDO SUDFWLFH RI PDNLQJ VRFLDO SUREOHPV LQWR EXVLQHVV
RSSRUWXQLWLHV 'UXFNHU  DQG LQ HIIHFW FRPPRGLI\LQJ HPSOR\DELOLW\ GHVSLWH
HPSOR\DELOLW\·V KLVWRULFDO VWDWXV DV DQ DVVXPSWLRQ RI VRFLDO OLIH 7KLV WUDQVLWLRQ LV LQFUHDVLQJO\
DFKLHYHGE\GHFHQWUDOLVDWLRQDQGSULYDWLVDWLRQ WKURXJK WKHNLQGRI VHUYLFHV UHSUHVHQWHGE\
WKHVH SDUWLFLSDQWV ZKLFK SDUWLFLSDWH LQ WKLV FRPPRGLILFDWLRQ RI HPSOR\DELOLW\ 7KH\ RIIHU

  
DOWHUQDWLYHFKRLFHRULHQWHGPHDQVE\ZKLFK WKRVHZKRGRQRWFRQIRUP WR WKHQHROLEHUDO
DVVXPSWLRQ RI HPSOR\DELOLW\ FDQ UHDOLVH RU DWWDLQ LW 7KH\ GR VR DV DQ DOWHUQDWLYH WR WKH
VWDWXWRU\HQWLWLHVW\SLFDOO\UHVSRQVLEOHIRUWKHUHJXODWLRQRIHPSOR\DELOLW\
,W LV WKXV VLJQLILFDQW LQ LWVHOI WKDW WKH VHUYLFHV UHSUHVHQWHGE\ WKH SDUWLFLSDQWVZHUH LQGHHG
VRFLDOHQWHUSULVHVDQGKDGEHFRPHVRFLRSROLWLFDOO\UHOHYDQWWKURXJKQHROLEHUDOLVPDQG7KLUG
:D\SROLF\7KHLUH[LVWHQFHDVODUJHO\VHOIIXQGHGEXWLQVRPHFDVHVFRQWUDFWXDOO\ERXQGWR
WKHVWDWH LQVWLWXWLRQV³DQGLQVRPHFDVHVQRW³LQWURGXFHVVFUXWLQ\WRWKHREOLJDWLRQV LQKHUHQW
LQUHFHLYLQJSXEOLFIXQGLQJIRUH[DPSOHIRUVHUYLFHSURYLVLRQV7KHLUSRVLWLRQLQJDVQHROLEHUDO
DJHQWV RI WKH JRYHUQPHQW KLJKOLJKWV WKH FRQIOLFWV WKDW H[LVW DV D UHVXOW RI
ILQDQFLDORUJDQLVDWLRQDO GHSHQGHQFH RQ VWDWH SUDFWLFHV 7KH FRQIOLFW ZDV SDUWLFXODUO\
DSSDUHQWZKHUH WKLVGHSHQGHQFH LV MX[WDSRVHGZLWK WKHQHROLEHUDODVVXPSWLRQ WKDW VRFLDO
HQWUHSUHQHXUVKLSHQVXUHVDXWRQRPRXVGHFLVLRQPDNLQJ
)XUWKHUPRUHWKHDQDO\VLVVKRZHGWKDWQHROLEHUDOLVPZDVSDUWLFXODUO\UHOHYDQWLQLQIRUPLQJWKH
SDUWLFLSDQW·VFRQVWUXFWLRQRIWKHQHROLEHUDO´FLWL]HQµDVDQHPSOR\DEOHLQGLYLGXDO,WZDVDOVR
HIIHFWLYHLQSRVLWLRQLQJWKHSDUWLFLSDQWVHVWHHPHGFLWL]HQVWKHPVHOYHVDVUHVSRQVLEOHIRUDQG
HIIHFWLYHO\FDSDEOHRIFUHDWLQJVLPLODUO\UHVSRQVLEOHQHROLEHUDOVXEMHFWLYLWLHVIRUWKHLUFOLHQWV
WRHPERG\7KHQHROLEHUDOGLVFRXUVHRIFLWL]HQVKLSZDVLGHQWLILHGDQGSUHVHQWHGKHUHLQWKH
DQDO\VLVDVRQHGLVFRXUVHDPRQJRWKHUV XVHGE\ WKHSDUWLFLSDQWV LQ WKHLUFRQVWUXFWLRQRI
HPSOR\DELOLW\ +RZHYHU QHROLEHUDOLVP·V UROH LQ WKLV DQDO\VLV DV D PHWDGLVFRXUVH ZDV VXFK
WKDW WKH QHROLEHUDO GLVFRXUVH RI FLWL]HQVKLS ZDV XQGHUVWRRG WR LQWHUDFW ZLWK DOO WKH RWKHU
GLVFRXUVHV LQD VLPLODUO\RYHUDUFKLQJ IDVKLRQ)RU WKHVH UHDVRQVDQGRWKHUV WKDWZLOOHPHUJH
QHROLEHUDOLVPZDV LGHQWLILHGDVD ODUJHUGLVFXUVLYH IUDPHZRUNZLWKLQZKLFK WKHSDUWLFLSDQWV·
XVHRIGLVFRXUVHFRXOGEHFRQWH[WXDOLVHG
& 6RFLDO5HVSRQVLELOLW\IRU,QGLYLGXDO5HVSRQVLELOLW\
([SHFWHGO\WKHSDUWLFLSDQWV·XVHRIODQJXDJHZDVODUJHO\IRXQGHGRQ7KLUG:D\SROLF\DQG
QHROLEHUDOPHWDGLVFRXUVHWKDWXSKROGSULYDWLVDWLRQFRPSHWLWLRQVRFLDOUHVSRQVLELOLW\ZKLFK
WUDQVIRUPVLQWRLQGLYLGXDOUHVSRQVLELOLW\DQGXOWLPDWHO\FLWL]HQVKLS 7KHQRWLRQRIUHVSRQVLELOLW\

  
LQSDUWLFXODUHPHUJHGDVNH\ZLWKLQ WKHSDUWLFLSDQWV· ODQJXDJH 7KHGLVFXUVLYHQHJRWLDWLRQV
SUHVHQWHG LQ WKH IROORZLQJ DQDO\VLV GHPRQVWUDWHG WKH LQWHUSOD\ DPRQJ LGHDV RI ´LQGLYLGXDO
UHVSRQVLELOLW\µ ´VRFLDO UHVSRQVLELOLW\µ DQG ´VWDWXWRU\ UHVSRQVLELOLW\µ $ WKHPHRI ´H[LVWLQJDQG
RSHUDWLQJ LQ WKH JDSVµ ZDV VKDUHG DPRQJ WKH SDUWLFLSDQWV LQ DPDQQHU WKDW HFKRHV WKH
DUJXDEO\ SUREOHPDWLF QHROLEHUDO WUDQVIHUHQFH RI VWDWXWRU\ UHVSRQVLELOLW\ WR LQGLYLGXDO
UHVSRQVLELOLW\ ZKLFK H[LVWV RQ WKH IOLSVLGH RI RQH·V IUHHGRP RI FKRLFH 7KH VRFLDO
HQWUHSUHQHXULDO LPSHWXV WR ´ILOO WKH JDSVµ QRWHG LQ WKLV UHVHDUFK DQG LQ H[LVWLQJ OLWHUDWXUH
EULQJVWROLJKWWKHIDFWWKDWQHROLEHUDOLVPRIIHUVLWVHOIDQGLWVHPERGLPHQWVDVVROXWLRQVWRWKH
SUREOHPV LWFUHDWHV ,Q WKLVFDVHQHROLEHUDOLVPDSSHDUV WRXSKROGVRFLDO UHVSRQVLELOLWLHVDQG
VRFLDO HQWHUSULVHV ZKLFK DUH FHOHEUDWHG DV ´ILOOLQJ WKH JDSVµ WKDW QHROLEHUDOLVP FUHDWHV
EHWZHHQ VWDWXWRU\ DQG LQGLYLGXDO UHVSRQVLELOLW\ ,Q WKLV PDQQHU WKHVH SDUWLFLSDQWV
GHPRQVWUDWHG QHROLEHUDOLVP·V FDSDFLW\ WR DGDSW LQ PDQQHU RI DYRLGLQJ GLVFXUVLYH
GLVVRQDQFH7KLVGLVFXUVLYHFDSDFLW\LVPRUHHYLGHQWLQWKHVHFRQGKDOIRIWKLVFKDSWHU
& 1HROLEHUDO3DWHUQDOLVP
,QWKHVHFRQGKDOIRIWKHDQDO\VLV WKHFOLHQWV·YXOQHUDELOLW\DQGGHSHQGHQFHSDUWLFXODUO\DV
EHQHILWFODLPDQWVZDVEURXJKW LQWRVKDUSHUIRFXV$VVXFKWKHXVHRIWKHQHROLEHUDOPHWD
GLVFRXUVHZDVIXUWKHUQXDQFHGZLWKSDWHUQDOLVPWRDFFRPPRGDWHWKHFOLHQWV·GHSHQGHQFH
,Q WKLVFRQWH[WRI WKH UHVXOWV QHROLEHUDOLVP UHPDLQHGD´GLVFXUVLYHSLOODUµEXW LQ WKH IRUPRI
QHROLEHUDOSDWHUQDOLVPZKLFKKLJKOLJKWHGLVVXHVRIPRUDOLW\LQWKHSDUWLFLSDQWV·FRQVWUXFWLRQV
RIHPSOR\DELOLW\
.HWWO  GHPRQVWUDWHV EHORZ WKH ZD\V LQ ZKLFK QHROLEHUDO SDWHUQDOLVP LV HQDFWHG
WKURXJKVRFLDOHQWUHSUHQHXUVVXFKDVWKHSDUWLFLSDQWVRIWKLVUHVHDUFKVWXG\
¶¶3DWHUQDOLVP··KDVVKLIWHGZHOIDUHSURYLVLRQIURPDQHPSKDVLVRQULJKWVDQGRSSRUWXQLWLHV
WR D VWDQFH WKDW LV PRUH GLUHFWLYH DQG VXSHUYLVRU\ LQ SURPRWLQJ SUHIHUUHG EHKDYLRXUV
DPRQJWKHSRRU>«@,QWKHHUDRIQHROLEHUDOSDWHUQDOLVPORZHUOHYHODFWRUVDQGSULYDWH
SURYLGHUVKDYHEHHQJLYHQJUHDWHUSROLF\GLVFUHWLRQDQGKDYHEHHQFDOOHGRQWRXVHWKHLU

  
GLVFUHWLRQ LQZD\V WKDWHQIRUFHREOLJDWLRQVDQGFXUWDLOGHYLDQFHDPRQJ WKHSRRU >7KLV
PDQLIHVWVDV@¶¶WKHQHZSXEOLFPDQDJHPHQW130··.HWWOS
7KH DLP RI QHROLEHUDO SDWHUQDOLVP DV 6XYDULHURO  ZULWHV LV WR FUHDWH FLWL]HQZRUNHUV
WKURXJK FLYLF LQWHJUDWLRQ YLDPHFKDQLVPV LQVLVWHQW XSRQ WKH LQWHUQDOLVDWLRQ RIPRUDO FRGHV
WKDWIDYRXURQH·VSDUWLFLSDWLRQLQUHGHILQHGFRPPXQLW\DVDQHPSOR\HGDFWLYHDJHQW
,Q VXPPDU\ , WDNH WKLVRSSRUWXQLW\ WRKLJKOLJKW WKHVHGLVFXUVLYHSLOODUVEHIRUH WKHDQDO\VLV LQ
RUGHUWRGHPDUFDWHWKHDSSDUHQWOLPLWVRIODQJXDJHWKDWDUHDYDLODEOHWRWKHVHSDUWLFLSDQWV
6LPLODUO\,DLPWRIRUHVKDGRZWKHZD\LQZKLFKWKHSDUWLFLSDQWVHPSOR\DOWHUQDWLYHGLVFRXUVHV
DV WKH\ QHJRWLDWH WKRVH OLPLWDWLRQV 7KH\ DSSHDU WR GR VR LQ DPDQQHU WKDW GHPRQVWUDWHV
UHVLVWDQFH EXW LV XOWLPDWHO\ DFFRPPRGDWHG IRU E\ WKH DGDSWDEOH PHWDGLVFRXUVH QHR
OLEHUDOLVP
& 'LVFXUVLYH&DWHJRULHVRIWKH$QDO\VLV
+DYLQJ HVWDEOLVKHG WKLV GLVFXUVLYH IUDPHZRUN WKLV DQDO\VLV ZLOO QRZ GHPRQVWUDWH KRZ ZKDW
ZDV VHHQ WR HPHUJH LQ WKH SDUWLFLSDQWV· ODQJXDJH ILW³SHUKDSV DUWLILFLDOO\³ZLWKLQ 
FDWHJRULHV
& &DWHJRU\$´,QWHUQDOLVHGµµ2SWLPLVDEOHµ(PSOR\DELOLW\
2QHRIWKHVHFDWHJRULHVFRQVWLWXWHGFRQVWUXFWLRQVRIHPSOR\DELOLW\DVIXQGDPHQWDOO\ORFDWHG
ZLWKLQ DQ LQGLYLGXDO LH DQ LQWHUQDOL]HG LQQDWH FDSDFLW\ RU D FRQVWDQW GLPHQVLRQ RI EHLQJ
KXPDQ 7KLV ZDV FRPPXQLFDWHG LQ ZRUGV DQG VHQWLPHQWV WKDW FDQ EH VXPPDUL]HG DV
´$Q\ERG\FDQZRUNµDQGWKHVHVHQWLPHQWVDWWLPHVZHQWIXUWKHUWRVXJJHVWWKDWHYHU\ERG\
ZDQWVWRZRUN
6SHDNLQJLQWKLVZD\KDGSDUWLFXODULPSOLFDWLRQVWKDWHPSKDVLVHGLQGLYLGXDOUHVSRQVLELOLW\DQG
MXVWLILHG HPSOR\PHQW HQKDQFLQJ SUDFWLFHV WKDW UHOLHG KHDYLO\ RQ WKH LQGLYLGXDO WDNLQJ
UHVSRQVLELOLW\:KLOHWKHQHHGIRUHPSOR\PHQWVSHFLILFLQWHUYHQWLRQVZDVGHVFULEHGDVPLQLPDO
ZKHQ WKHVH GLVFRXUVHV ZHUH HPSOR\HG WKH FRQWH[WZLWKLQZKLFK WKH\ZHUH LPSOHPHQWHG
ZDV LQ FRQWUDVW GHSLFWHG DV YLWDO (PSKDVLVLQJ WKH UROH RI FRQWH[W LQ HPSOR\DELOLW\ ZDV

  
SHUKDSV XVHIXO LQ RIIHULQJ DQ H[SODQDWLRQ IRU YDULDWLRQV VHHQ DPRQJ LQGLYLGXDOV·
HPSOR\DELOLW\LQVSLWHRILWVFRQVWUXFWHG´XQLYHUVDOLW\µ)XUWKHUPRUHWKHHTXDOO\LPSRUWDQWUROH
RIFKRLFHDQG WKHUHIRUH QHROLEHUDO UHVSRQVLELOLW\ LQHYLWDEO\HPHUJHGZLWKLQ WKLVFDWHJRU\
RIGLVFRXUVHVDQGRIIHUHGDIXUWKHUH[SODQDWLRQIRUYDULDWLRQVVHHQLQLQGLYLGXDOHPSOR\DELOLW\
7KH FRQWH[W RI HPSOR\DELOLW\ HQKDQFLQJ VHUYLFHV DQG RI GHVLUDEOH HPSOR\PHQW ZHUH WKXV
SUHVHQWHGDVSRVVHVVLQJ WKHFDSDFLW\ WRRSWLPLVHRU LQKLELWHPSOR\DELOLW\1HYHUWKHOHVV WKH
IDFWRIHPSOR\DELOLW\·V´UHDOLW\µRUFRQVWDQF\DVDQLQWHUQDOHQWLW\WKDWLVHYHUSUHVHQWWRVRPH
GHJUHHZDVPDLQWDLQHG LQ VSLWHRI WKHDFNQRZOHGJHPHQW WKDW HPSOR\DELOLW\ FDQ LQWHUDFW
ZLWK WKH H[WHUQDO FRQWH[W IRU YDU\LQJ HIIHFWV 7KLV FDWHJRU\ RI GLVFRXUVHV WKXV DOORZHG
FRQVWUXFWLRQV RI HPSOR\DELOLW\ WKDW ZHUH VLPXOWDQHRXVO\ LQWHUQDOLVLQJ DQG FRQWH[WVSHFLILF
6XFK FRQVWUXFWLRQV RI HPSOR\DELOLW\ ZLWK WKHVH VRPHZKDW SDUDGR[LFDO GLPHQVLRQV KDYH
VLJQLILFDQW LPSOLFDWLRQV IRU WKH GHEDWH WKDW DUJXHV IRU DQG DJDLQVW WKH LQGLYLGXDOLVDWLRQ RI
HPSOR\DELOLW\
7KHGLVFRXUVHVLGHQWLILHGZLWKLQWKLVILUVWLQWHUQDOL]LQJFDWHJRU\DUHDVIROORZV
  $1HR/LEHUDO'LVFRXUVHRI&LWL]HQVKLS
  $Q+XPDQLVWLF(FRQRPLF'LVFRXUVHRI+XPDQ5HVRXUFHIXOQHVV
  $Q(YROXWLRQDU\'LVFRXUVHRI$GDSWDELOLW\

& &DWHJRU\%´([WHUQDOLVHGµ´6RFLDOLVH$EOHµ(PSOR\DELOLW\
7KHVHFRQGFDWHJRU\RIGLVFRXUVHVWKDWZLOOEHSUHVHQWHGGLGQRWFRQVWUXFWHPSOR\DELOLW\DVD
FRQVWDQWLQWHUQDOSKHQRPHQRQWKDWRQHFKRRVHVWRHQJDJHRULQHYLWDEO\H[KLELWVZLWKLQWKH
RSWLPDOHQYLURQPHQW,QFRQWUDVWWKLVFDWHJRU\RIGLVFRXUVHVFRQVWUXFWHGHPSOR\DELOLW\DVD
FDSDFLW\RIWKHKXPDQEHLQJWKDWFDQQRWEHDVVXPHGWRH[LVWZLWKLQWKHLQGLYLGXDO,QVWHDG
HPSOR\DELOLW\PXVW EH OHDUQW HQFRXUDJHG RUPRGHOOHG E\ VSHFLILFPHDQV DQG FKDUDFWHUV
WKDWDUHH[WHUQDOWRWKHLQGLYLGXDO)XUWKHUPRUHWKHSDUWLFLSDQWDFFRXQWVVXJJHVWHGWKDWLWLV
SRVVLEOHIRUDQLQGLYLGXDO·VHPSOR\DELOLW\WREHORVWDQGUHTXLUHUHLQVWDWHPHQWIRUZKLFKWKHVH
SDUWLFLSDQWV SRVLWLRQHG WKHPVHOYHV DV UHVSRQVLEOH 7KURXJK WKLV FDWHJRU\ RI GLVFRXUVHV WKH

  
SDUWLFLSDQWVSRVLWLRQHGWKHPVHOYHVDVXQLTXHO\FDSDEOHRISHUFHLYLQJIDFLOLWDWLQJHQGRUVLQJ
WKHLUFOLHQW·VXQGHILQHGSRWHQWLDO WRHVWDEOLVKRU UHHVWDEOLVK WKHLUHPSOR\DELOLW\ZLWKH[WHUQDO
VXSSRUW 7KLVSRWHQWLDOZDVGHSLFWHGDVDFKLHYDEOH WKURXJK WKH UHODWLRQVKLSV WKDW WKHFOLHQW
PDLQWDLQHGZLWKWKHSDUWLFLSDQWV7KHSDUWLFLSDQWVE\YLUWXHRIWKHLURZQHPSOR\DELOLW\ZHUH
LQ WXUQSRVLWLRQHGDVFDSDEOHRIHQFRXUDJLQJPRGHOOLQJRU LQVRPHVHQVH UHGHHPLQJWKHLU
FOLHQWV·HPSOR\DELOLW\
$FOLHQW·VHPSOR\DELOLW\ZDVWKXVFRQVWUXFWHGDVGHSHQGHQWXSRQWKDWRIWKHSDUWLFLSDQWV,W
ZDVFRQVWUXFWHGDVRULJLQDWLQJIURPVRPHZKHUHRXWVLGHRIWKHFOLHQW,QVSLWHRIWKLVH[WHUQDO
VWDUWLQJSRLQWWKHSDUWLFLSDQWV·FRQVWUXFWLRQVVXJJHVWHGWKDWLWZDVSRVVLEOHIRUWKHLUFOLHQWVWR
LQWHUQDOLVH H[WHUQDOO\ RULJLQDWHG HPSOR\DELOLW\ WKURXJK WKH PHFKDQLVPV RI WKH UHODWLRQVKLSV
VKDUHG ZLWK WKH SDUWLFLSDQWV  'HVSLWH WKHLU VXEMHFW SRVLWLRQLQJ DV YLWDO DQG ZRUWK\ RI
PRGHOOLQJWKHSDUWLFLSDQWV LPSRUWDQWO\UHMHFWHGWKHSRVLWLRQRIH[SHUWDQGHPSKDVLVHGWKDW
WKHLU UHODWLRQVKLSVZLWKWKHFOLHQWVZHUHYLWDOO\GHSHQGHQWRQFROODERUDWLQJDQGHPSDWKLVLQJ
ZLWK WKHLU FOLHQWV 7KLV ZDV SHUKDSV LQ UHVSRQVH WR WKH YXOQHUDEOH GHSHQGHQW VXEMHFW
SRVLWLRQLQJV PDGH DYDLODEOH WR WKH FOLHQWV +RZHYHU WKHLU HPSKDVLV RQ GHYHORSLQJ D
SDUWLFXODU NLQG RI UHODWLRQVKLS ZLWK WKHLU FOLHQWV FUHDWHG FHUWDLQ OLPLWDWLRQV UHJDUGLQJ ZKR
FRXOGRIIHUWKHHPSOR\PHQWHQKDQFLQJVXSSRUW
:KLOHWKHQHROLEHUDODVVXPSWLRQVRIWKH´FLWL]HQµHPSOR\DEOHLQGLYLGXDOZHUHSUREOHPDWLVHG
QHROLEHUDOLVP UHPDLQHG D SHUWLQHQW PHWDGLVFRXUVH WKDW PDQLIHVWHG LQ WKLV FDWHJRU\ RI
GLVFRXUVHVDVQHROLEHUDOSDWHUQDOLVP7KHGLVFRXUVHVSUHVHQWHGLQWKLVFDWHJRU\DUHDVIROORZV
 $6RFLDO&DSLWDO'LVFRXUVHRI6RFLDO(VWHHP
 $3DWHUQDOLVWLF'LVFRXUVHRI3KLODQWKURS\
7KH DQDO\VLV FRQFOXGHG ZLWK WKH XQGHUVWDQGLQJ WKDW WKH LGHQWLILHG GLVFRXUVHV LQWHUDFWHG
ZLWKLQWKHPHWDGLVFRXUVHRIQHROLEHUDOLVPLQWKHIROORZLQJPDQQHU



  
)LJXUH5HODWLRQVKLSVDPRQJGLVFRXUVHV



 



6RXUFH3ULPDU\GDWD
& &DWHJRU\$,QWHUQDOLVLQJ'LVFRXUVHVRI(PSOR\DELOLW\
& $1HR/LEHUDO'LVFRXUVHRI&LWL]HQVKLS
.RFNHW DO  LOOXVWUDWH WKDW FLWL]HQVKLS LV ERWKDGLVFRXUVHDQGDPHFKDQLVPE\ZKLFK
GLVFRXUVHLVHQDFWHG,QWKDWPDQQHULWDSSHDUHGWRLQWHUDFWZLWKDOOWKHGLVFRXUVHVSUHVHQWHG
KHUH WR HQVXUH FHUWDLQ DVVXPSWLRQV RI WKH HPSOR\DEOH LQGLYLGXDO ZHUH PDLQWDLQHG
$FFRUGLQJ WR:RROIRUGDQG1HOXQG  WKH QHROLEHUDOFLWL]HQ LVDFWLYH 7\SLFDOO\ WKDW LV
WDNHQWRPHDQHPSOR\HG 7KH\DUHDEOH WRPDQDJH ULVNVDVDQDFWXDULDO VXEMHFW 7KH\DUH
FDSDEOH RI VHOIPDQDJHPHQW DQG SULYDWL]HG UHVSRQVLELOLW\ ,PSRUWDQWO\ JLYHQ WKH FOLHQW
JURXS WKDW WKH SDUWLFLSDQWV VXSSRUW QHROLEHUDO FLWL]HQV DUH QRW UHOLDQW RQ JRYHUQPHQW RU
VRFLDO VHUYLFHV IRU VXUYLYDOEXW LQVWHDGDXWRQRPRXV VHOIUHOLDQWDQGHPSRZHUHG)LQDOO\ WKH
QHROLEHUDOFLWL]HQ LVHQWUHSUHQHXULDO LQ WKHLUDELOLW\ WRPD[LPLVHSHUVRQDO LQWHUHVWV  :RROIRUG
DQG1HOXQG
:KHQ WKH SDUWLFLSDQWV ZHUH DVNHG WR GHVFULEH WKH DLPV RI WKHLU ZRUN DQG XOWLPDWHO\ WKH
EHQHILWV YHUVXV WKH FRVWV RI SURPRWLQJ HPSOR\DELOLW\ VHOIHIILFDF\ FRQILGHQFH DQG
1HROLEHUDOLVP
1HROLEHUDO3DWHUQDOLVP
2EOLJLQJ
(YROXWLRQDU\
'LVFRXUVHRI
$GDSWDELOLW\
1HROLEHUDO&LWL]HQVKLS
$VSLUDWLRQDO
6RFLDO&DSLWDO
'LVFRXUVHRI6RFLDO
(VWHHP
3DWHUQDOLVWLF
'LVFRXUVHRI
3KLODQWKURS\
+XPDQLVWLF(FRQRPLF
'LVFRXUVHRI
5HVRXUFHIXOQHVV

  
FRQVWUXFWV VXJJHVWLYH RI VHOILQYHVWPHQW HPHUJHG DV ZRUWKZKLOH JRDOV IRU DQ\ FLWL]HQ E\
ZKLFKGHVLUDEOHULJKWVDQGVWDWXVEHFDPHDFFHVVLEOH
´6HOIHIILFDF\«,ZURWHDQDUWLFOHIRUWKH+LVWRU\RI(PSOR\DELOLW\SURIHVVLRQDOVODVW\HDU
WKDW UHDOO\ VDLG \RX FDQ RQO\ UHDOO\ GR RQH WKLQJ ZLWK DQ XQHPSOR\HG SHUVRQ
,QFUHDVH WKHLU OHYHOVRI VHOIHIILFDF\DURXQG MRE VHDUFKLQJDQG WKH MRE WKH\ZDQW WR
GR%HFDXVHLI\RXGRQ·WDGGUHVVVHOIHIILFDF\\RXDUHIRUHYHUSXVKLQJDSHUVRQXSD
KLOODQGWKHPRPHQW\RXOHWJRWKH\DUHJRQQDUROOEDFNGRZQDJDLQ«>(@PSOR\PHQW
DOORZV WKHP WKDWRYHUDOO VHOIFRQILGHQFHDQG VHOIEHOLHI$QG WKH VHOIHIILFDF\ LQ WKH
MREWKH\GRDQGWKHVHOIHIILFDF\DVEHLQJDUROHPRGHOWRWKHLUNLGV6R,WKLQN\RX·YH
JRWDOORIWKRVHEHQHILWVRIHPSOR\PHQW&KULVWRSKHU
:RXOGQ·W D SHUVRQ ZDQW WR EH HPSOR\HG":K\ ZRXOGQ·W D SHUVRQ ZDQW WR EH D FLWL]HQ"
7KHVHZHUHWKHTXHVWLRQVWKDWLQHIIHFWDQVZHUHGP\TXHVWLRQ
,I VHOIHIILFDF\ LV WKH RQO\ LQWHUYHQWLRQ QHFHVVDU\ WKDW LV HVWDEOLVKLQJ D FOLHQW·V VHOIEHOLHI
UHJDUGLQJ WKHLU DELOLWLHV LQ UHODWLRQ WR HPSOR\PHQW WKH IRFXV RI LQWHUYHQWLRQ IRU WKHVH
XQHPSOR\HGFOLHQWV LVQRWQHFHVVDULO\HPSOR\PHQW LWVHOI 6XFFHVVIXO LQWHUYHQWLRQVDUHPHUHO\
WKRVH WKDW KDUQHVV RQH·V XQFRQWHVWHG FDSDFLW\ WR EH HPSOR\HG ZKLFK LV QRW QHFHVVDULO\
HYLGHQFHG E\ HPSOR\PHQW ,PSRUWDQWO\ WKH JRDO LV WR HQVXUH WKDW WKH FOLHQWV FDQ WDNH
UHVSRQVLELOLW\IRUWKHPVHOYHVDQGWKHLUHPSOR\PHQWRXWFRPHVZKLFKHYLGHQFHVWKHLUDELOLW\WR
PHHWWKHQHROLEHUDOH[SHFWDWLRQRIVHOIJRYHUQLQJ
,W·VQRWH[SOLFLWLW·VLPSOLFLW,W·VQRWOLNH\RXNQRZ,·PQRWOLNH´7RGD\ZHDUHJRLQJWR
EHGRLQJ WHDPZRUNLQJODXJKWHU2U VRPHWKLQJ OLNHWKDW 7KHUH LVQRQHRI WKDW6R
\RX NQRZ«EXW WKH\ DUH DW D YHU\ GHYHORSHG VWDJH , ZRXOG VD\ LQ WKHLU SHUVRQDO
GHYHORSPHQW«$QG SHRSOH KDYH \RX NQRZ JRQH RQ DQG DFKLHYHG ,W·V
FXPXODWLYH«LW·VQRW MXVWEHFDXVHRI WKHSURMHFW ,W·VQRW MXVWEHFDXVHRI WKHSURMHFW
EXW WKHSURMHFW LVRQHRI WKH WULJJHUSRLQWV WKDW IOLSV WKHP LQWRPDNLQJWKDW WUDQVLWLRQ
0DULRQ

  
7KH NH\ WR HQVXULQJ WKDW WKH FOLHQW GRHV SULYDWLVH UHVSRQVLELOLW\ LV DSSDUHQWO\ WR SURPRWH D
SURFHVVRI´SHUVRQDOGHYHORSPHQWµE\ZKLFKWKHFOLHQWVHQJDJHWKHLUSHUKDSVODWHQWWKRXJK
ZDLWLQJ FDSDFLW\ IRU HPSOR\DELOLW\ ,QKHUHQW LQ WKLV SURFHVV LV WKH FOLHQWV· LQWHUQDOLVDWLRQ RI
WKHVHQHROLEHUDODVSLUDWLRQVZKLFKZKHQUHDOLVHGFDWDSXOWWKHPLQWRDVHHPLQJO\DXWRPDWLF
SRVLWLRQRIGHVLULQJDFWLYLW\DQG RSSRUWXQLWLHV WKDWPD[LPLVHSHUVRQDO LQWHUHVWV HJ WKURXJK
HPSOR\PHQW RU HQWUHSUHQHXUVKLS DV DQ\ QHROLEHUDO FLWL]HQ ZRXOG $V 0DULRQ VDLG LW LV
DVVXPHG WR EH DQ LPSOLFLW VLPSOLVWLF SURFHVV HYLGHQFHG E\ WKH PHUH IDFW RI WKH FOLHQWV·
HQJDJHPHQWZLWKWKHVHUYLFH7KHLPSOLFDWLRQRIWKLVZD\RIVSHDNLQJLVWKDWWKHUHVSRQVLELOLW\
IRUHQJDJLQJRUGHPRQVWUDWLQJRQH·VHPSOR\DELOLW\LVVHFXUHO\ZLWKWKHLQGLYLGXDO
0DULRQGHVFULEHGWKHPRVWHQJDJHGFOLHQWVZKRGHPRQVWUDWHWKHJUHDWHVWHPSOR\DELOLW\DV
WKRVHZKRUHVSRQVLEO\SRVLWLRQWKHPVHOYHVDPRQJRWKHUFLWL]HQV7KH\GRVRLQFRPPXQLWDULDQ
IDVKLRQWRRIIHURWKHUFLWL]HQVWKHEHQHILWVRIWKHLURZQHPSOR\DEOHHQWHUSULVLQJEHKDYLRXULH
WKURXJKWKHLUSKRWRJUDSK\DQGFUHDWLYLW\ ,QWKLV UHJDUGHPSOR\DELOLW\RUVHHNLQJWRHQJDJH
ZLWKRWKHUFLWL]HQV HJ WKRVHRI WKH VRFLDOHQWHUSULVHV LVSXW IRUZDUGDVDPDQLIHVWDWLRQRI
WKHLU DVVXPHG FLWL]HQVKLS :LWK WKLV DVVXPSWLRQ RI FLWL]HQVKLS WKRVH FLWL]HQV ZKR GR QRW
GHPRQVWUDWH WKH H[SHFWHG QHROLEHUDO EHKDYLRXU DUH WKRXJKW WR GR VR EHFDXVH WKH\
LUUHVSRQVLEO\DQGZLOIXOO\FKRRVHWRGLVXVHWKHLUFLWL]HQVKLS
,PSRUWDQWO\ KRZHYHU ZLWK WKLV FRQVWUXFWLRQ RQH FDQ EH HPSOR\DEOH EHFDXVH RI DQ
DVVXPHG LQWHUQDO VWDWH DQG DVSLUDWLRQDO PRWLYDWLRQ ZLWKRXW EHLQJ IRUPDOO\ HPSOR\HG DQ
RYHUWFKDQJHDEOHVWDWXV ,WRIIHUVWKRVHZKRKDYHQRWEHHQLQHPSOR\PHQWWKHEHQHILWRI
WKHGRXEW,WVXJJHVWVWKDWWKHRSSRUWXQLW\WRZRUNDQGWRH[HUFLVHFLWL]HQOLNHVHOILQYHVWPHQW
ZKLFK LV HYLGHQFHG LQ HPSOR\DELOLW\ LV DOO WKDW LV UHTXLUHG 3UDFWLFHV VXFK DV VKHOWHUHG
ZRUNVKRSVRULQWHQVHSUHHPSOR\PHQWYRFDWLRQDOUHKDELOLWDWLRQZRUNVHWWLQJVDUHWKXVFDVWDV
VXSHUIOXRXVH[FOXVLRQLVWDQGHYHQGLVFULPLQDWRU\$Q\ERG\FDQZRUNDQGVKRXOGEHJLYHQWKH
RSSRUWXQLW\ WRGR VR 7KHUHIRUH WKHSDUWLFLSDQWV·ZRUN LV YLWDO WR WKHH[WHQW WKDW LWSURYLGHV
RSSRUWXQLWLHV IRU WKHLU FOLHQWV WRHQJDJH WKHLUPHUHO\ ODWHQWHPSOR\DELOLW\ ,Q WKLVPDQQHURI
VSHDNLQJWKHSDUWLFLSDQWVSRVLWLRQWKHPVHOYHVDVQREO\DQGLQQRYDWLYHO\RIIHULQJWKRVHVLPSOH
RSSRUWXQLWLHV WKDWDUH UHTXLUHG WRHQJDJHWKHHPSOR\DELOLW\RI WKHLUFOLHQWVZKRDUH LQ WXUQ

  
SRVLWLRQHG DV HQWKXVLDVWLF WR XQGHUWDNH WKRVH RSSRUWXQLWLHV 3HUKDSV WKLV DOOXGHV WR WKH
SDWHUQDOLVPWKDWLVH[SORUHGIXUWKHULQWKHVHFRQGFDWHJRU\
$FFRUGLQJWRWKHSDUWLFLSDQWV·XVHRIWKLVGLVFRXUVHWKHUHLVOLWWOHPRUHIRUWKHSDUWLFLSDQWVWR
GRWRZDUGVWKHJRDORIHPSOR\PHQWRQFHWKHFOLHQWVKDYHKDGRSSRUWXQLWLHVWRHQJDJHWKHLU
DVSLUDWLRQDOPRWLYDWLRQIRUHPSOR\PHQW,QIDFWHPSOR\PHQWRXWFRPHVDUHUDUHO\VSRNHQRI
7KLV VXJJHVWV WKDW WKH SDUWLFLSDQWV· UHVSRQVLELOLW\ LV PHUHO\ WR KHOS WKH FOLHQWV WR SRVLWLRQ
WKHPVHOYHV ZLWKLQ WKH ODUJHU VRFLHW\ DPRQJ RWKHU FLWL]HQV LQ D PDQQHU WKDW WULJJHUV WKH
DFWXDOLVDWLRQ RI WKHLU HPSOR\DELOLW\ ZKLFK LWVHOI LV DQ DVVXPSWLRQ DQG H[SUHVVLRQ RI WKHLU
FLWL]HQVKLS
7KH EHDXW\ RI WKLV >VHUYLFH@ RI FRXUVH LV LW·V GLUHFWO\ DGGUHVVLQJ SHRSOH ZKR DUH
FRPLQJWKURXJKWKH-RE&HQWUH3OXV6RZHKDYHHYHU\RQHZKRPD\³DZKROHJURXS
RISHRSOHZKRPD\EHH[SHULHQFLQJEDUULHUVGXHWREHQHILWVHWFHWHUDWRJHWKHU7R
EHDEOHWRDGGUHVVWKDWWREHDEOHWRDGGUHVVLVVXHVDURXQG\RXNQRZGLVFORVXUHDW
ZRUN LVVXHV DURXQG ZKDW WR SXW RQ \RXU &9 DORQJVLGH WKH LVVXHV RI WUDQVIHUULQJ
PDQDJLQJ\RXU ILQDQFHV IRU LQVWDQFHDV\RXFRPHRIIRIEHQHILWVDQG\RXPD\EH
\RXKDYHWRZDLWDPRQWKRUZHHNVIRU\RXUILUVWSD\SDFNHW<RXNQRZZKR>HOVH@
GR\RXJRWRVHH\RXWKURXJKWKDW$GULDQ
$GULDQ SUHVHQWV WKH LQWULFDWH FKDOOHQJH RI FRPLQJ RII RI EHQHILWV DQG VHWWOLQJ LQWR
HPSOR\PHQW +H WKXV GHPRQVWUDWHV WKDW WKH ULJKWV RI FLWL]HQVKLS DUH QRW HDVLO\ UHJDLQHG LI
VRPHRQH KDV DSSHDUHG WR GHIDXOW RQ WKH UHODWHG UHVSRQVLELOLWLHV RI FLWL]HQVKLS E\ VHHNLQJ
EHQHILWV IRU H[DPSOH 7KLV GLVFRXUVH SRVLWLRQV WKH LQGLYLGXDO DV GHVHUYLQJ RI VXVWDLQHG
UHVWULFWLYH DQG VWLJPDWLVLQJ GHSHQGHQFH LI WKH\ FKRRVH QRW WR DFW LQ OLQH ZLWK QHROLEHUDO
YDOXHV E\ VHHNLQJ EHQHILWV IRU H[DPSOH ,W LV DV LI WR VD\ WKH EHQHILWFODLPDQW FDQQRW EH
WUXVWHG ZLWK WKH QHROLEHUDO FLWL]HQV· ULJKW RI IUHHGRP XQOHVV DQG XQWLO WKH\ RYHUFRPH
LQVWLWXWLRQDO FKDOOHQJHV GHVLJQHG WR WHVW WKH LQGLYLGXDO·V QHFHVVDU\ FDSDFLWLHV IRU VHOI
PDQDJHPHQW ULVN PDQDJHPHQW VHOILQWHUHVW DFWLYH SURGXFWLYLW\ DQG DXWRQRP\ 7KHVH
LQVWLWXWLRQVDUHSRVLWLRQHG WRSURWHFW WKH QHROLEHUDO VRFLHW\ IURP ´LPPRUDOµ´XQWUXVWZRUWK\µ

  
GHSHQGHQFH ,Q WKLV VHQVH WKH GLVFRXUVH FUHDWHV HLWKHU DPELWLRXV RU DQWLVRFLDO VXEMHFW
SRVLWLRQVIRUWKHFOLHQWV
7KH GLVFRXUVH VLPLODUO\ DSSHDUV WR SRVLWLRQ WKH SDUWLFLSDQWV DV SURWHFWRUV RI WKH QHROLEHUDO
VRFLHW\,WDVFULEHVWRWKHPWKHGXWLHVRIJDWHNHHSHUVZKRPXVWPDQDJHWKHSHUPHDELOLW\RI
VRFLDOERXQGDULHVGLVWLQJXLVKLQJWKHVRFLDOO\H[FOXGHGIURPWKRVHZKRPDLQWDLQWKHLUHOLJLELOLW\
IRU FLWL]HQVKLS E\ SURDFWLYHO\ GHPRQVWUDWLQJ WKH FDSDFLWLHV WKDW LW DVVXPHV $V VXFK WKH
SDUWLFLSDQWV DUH SRVLWLRQHG WR GHPRQVWUDWH WKH NLQG RI SXQLWLYHQHVV WKDW WKH SDUWLFLSDQWV
DVFULEHG WR WKH -RE&HQWUH·V WUHDWPHQW RI FOLHQWV ZKR IDLO WR HQJDJH DFFRUGLQJ WR WKHLU
´LQQDWHµFDSDFLW\ 7KRXJK WKH\ WKHSDUWLFLSDQWVDUHDOLJQHGZLWK WKH-RE&HQWUHDQG WKH
VXEMHFW SRVLWLRQLQJ LW UHIOHFWV WKH\ UHVLVW WKHVH UHTXLUHPHQWV RI WKDW SRVLWLRQLQJ WR YDU\LQJ
GHJUHHV
,WLVZRUWKQRWLQJWKDW$GULDQLVERXQGWRVSHDNIURPZLWKLQWKLVGLVFRXUVHDVLWGHILQHVWKHILHOG
DQGPRWLYDWLRQ IRUKLVZRUN LQQHROLEHUDO VRFLHW\+RZHYHU LQKLV UHVLVWDQFHRI WKHGLVFRXUVH
KH DORQJ ZLWK PRVW RI WKH RWKHU SDUWLFLSDQWV DSSHDUV WR PDNH XVH RI WKH SHUKDSV
DFFRPPRGDWLQJGLVFRXUVHVLQWKHVHFRQGH[WHUQDOLVLQJFDWHJRU\WKDWZLOOEHSUHVHQWHGLQWKLV
DQDO\VLV7KRVHGLVFRXUVHVRIIHUDOWHUQDWLYHVXEMHFWSRVLWLRQLQJIURPZKLFKLWLVSRVVLEOHIRUWKH
SDUWLFLSDQWVWRUHVLVWWKHSXQLWLYHQHROLEHUDOUROHWKH\PXVWSOD\LIWKHLUFOLHQWVGRQRWPHHWWKH
DVVXPSWLRQVRIFLWL]HQVKLS 7KH VHFRQGFDWHJRU\RIGLVFRXUVH WKHUHIRUHDFFRPPRGDWHV IRU
WKH SRWHQWLDO WKDW WKRVH DVVXPSWLRQV LQ WKLV ILUVW GLVFXUVLYH FDWHJRU\ FDQQRW EHPHWE\ WKH
FOLHQWV
7KLV DQDO\VLV DUJXHV WKDW WKH SDUWLFLSDQWV WKHUHIRUH PRYH EHWZHHQ WKHVH FDWHJRULHV RI
GLVFRXUVHDVWKH\PDQDJHWKHREOLJDWLQJDQGDVSLUDWLRQDOWHQVLRQVZLWKLQWKHVXEMHFWLYLW\WKDW
QHROLEHUDOLVPPDNHVDYDLODEOH WR WKHP 7KH\DSSHDU WRGR VRSDUWLFXODUO\ LQ UHVLVWDQFH WR
WKHQHROLEHUDOGLVFRXUVHRIFLWL]HQVKLS
& $+XPDQLVWLF<HW(FRQRPLF'LVFRXUVHRI+XPDQ5HVRXUFHIXOQHVV
$QRWKHU VLJQLILFDQW GLVFRXUVH ZLWKLQ WKH ILUVW LQWHUQDOLVLQJ FDWHJRU\ RI GLVFRXUVHV LV WKDW RI
+XPDQ 5HVRXUFHIXOQHVV 7KLV GLVFRXUVH DSSHDUV WR EH DQ LQWHJUDWLRQ RI ZKDW PD\ EH

  
XQGHUVWRRG DV D KXPDQLVWLF GLVFRXUVH RI DFWXDOLVDWLRQ ZLWK DQ HFRQRPLF GLVFRXUVH RI
UDWLRQDOLW\ (PSOR\DELOLW\ ZDV WKXV FRQVWUXFWHG DV DQ LQWULQVLF RULHQWDWLRQ WRZDUG HFRQRPLF
SURGXFWLYLW\ZKLFKLVLWVHOIXOWLPDWHO\IXOILOOLQJIRUWKHKXPDQLVWLFLQGLYLGXDOEHFDXVHLWWDSVLQWR
D ZDLWLQJ DQG KXPDQLVWLF ´UHSRVLWRU\ RI KXPDQ UHVRXUFHIXOQHVVµ &RVWHD  DQG
IDFLOLWDWHVVHOIDFWXDOLVDWLRQ$V%HUJOXQGTXRWHV5RVHS´ZHIXOILORXUVHOYHV
¶QRWLQVSLWHRIZRUNEXWE\PHDQVRIZRUNµ7KRXJKKXPDQLVWLFLQLWVDVVXPSWLRQWKDWWKHUHLV
´HYHU\WKLQJ WR ZLQ DQG QRWKLQJ WR ORVHµ WKLV UHVRXUFHIXOQHVV VXEMHFWLILHV WKH LQGLYLGXDO
HFRQRPLFDOO\ &RVWHD &UXPS DQG $PLULGLV  )XUWKHUPRUH LW UHSUHVHQWV WKH HFRQRPLF
UHVRXUFHIXOQHVVRI WKH LQGLYLGXDOE\ZKLFK WKH LQGLYLGXDOZLQVHYHU\WKLQJWKDW LVDYDLODEOHWR
EHZRQDQGPDQDJHVULVNVUDWLRQDOO\VRWKDWWKHUHLVQRWKLQJWRORVH
7KHGLVFRXUVHZDVHPSOR\HGE\WKHSDUWLFLSDQWVPRVWQRWDEO\ZLWKLQWKHGLVFXVVLRQRIZKDW
WHQGV WR SUHYHQW SHRSOH IURPZRUNLQJZKHQ WKH\ DUH ´LQQDWHO\µDEOH WR GR VR JLYHQ WKH
DVSLUDWLRQDOGLPHQVLRQVRIFLWL]HQVKLS 7KHDQVZHUZDV WKDW WKHFOLHQWV·FRQWH[WVGLVUXSW WKLV
DELOLW\ ,WHPHUJHGLQWKHSDUWLFLSDQWV·DFFRXQWVWKDWDQHFHVVDU\LQWHUYHQWLRQZDVWKHUHIRUH
WRKHOSWKHFOLHQWVRSWLPLVH WKHLU LQQHU UHSRVLWRU\RIKXPDQUHVRXUFHIXOQHVVE\HQVXULQJWKDW
WKHFRQWH[WZDVFRQGXFLYH WRDQGHQFRXUDJLQJRI WKLV %\GRLQJ VR WKHFOLHQWVZRXOGEH
DEOH WR PDQDJH HPSOR\PHQW EDUULHUV DQG IXOILO HFRQRPLF SURGXFWLYLW\ 7KLV LQ LWVHOI ZRXOG
PHDQWKDWWKHSDUWLFLSDQWVKDGDFKLHYHGWKHLUJRDORIHQKDQFLQJWKHLUFOLHQWV·HPSOR\DELOLW\
:LWKWKDWDFKLHYHGHPSOR\PHQWZDVDQDVVXPHGHQGZLWKVHOIPDLQWDLQLQJEHQHILWV
´$OOWKHHYLGHQFHVKRZVWKDWFOHDUO\SHRSOHDUHEHWWHURIIZKLOVWDWZRUNWKDQEHLQJ
RXWRIZRUNDQGWKDWPDMRULW\RIEDUULHUVWRVXSSRUWSHRSOHWRJREDFNWRZRUNFDQEH
RYHUFRPHµ$GULDQ
´>:H@HQGHGXSEXLOGLQJWKLVWKLQJFDOOHG3$$&((6>«@$QGLW·VDIUDPHZRUNZHJLYH
RXUSUDFWLWLRQHUVDVDZD\RI GRLQJ YRFDWLRQDOSURILOLQJDQGRI LGHQWLI\LQJSHRSOH·V
LVVXHV>«@7KHUHDUHVHYHQDVSHFWVRI3$$&((6:HORRNDWSHUVRQDOLW\W\SH>«@7KH
´$µ·VVWDQGIRUDELOLWLHVRUVNLOOVWKHSHUVRQ·VJRWDJDLQVWWKH MREJRDOVWKH\KDYHDQG
DWWLWXGH7KH´&µLVYHU\QLFHO\WKHPLGGOHOHWWHUEHFDXVHWKDW·VZKDWHYHU\WKLQJHOVHLV
SLQQHGRQWKDW·V WKHLUFLUFXPVWDQFHV6RZKDW·V LQ WKLVSHUVRQ·V OLIHWKDWFRXOGEHRI

  
DGYDQWDJHLQHPSOR\PHQWEXWPRVWO\ZKDW·VJRLQJWRJHWLQWKHZD\RIHPSOR\PHQW
DQG VSHFLILF MREV" ´(µ VWDQGV IRU HWKLFV :KDW·V LPSRUWDQW WR WKDW SHUVRQ"
(QYLURQPHQWLQGRRUVRXWGRRUVUHJXODUKRXUVHWFHWF$QG´6µVWDQGVIRUVWLPXODWLRQ
6RZKDWW\SHVRIZRUNLQWHUHVWVWKHPDQGZKDWVHFWRUVLQWHUHVWWKHPµ&KULVWRSKHU
7KH FRQVWUXFWLRQV RI HPSOR\DELOLW\ HYLGHQW KHUH VXJJHVW DQ LQQDWH SURSHQVLW\ LQ LQGLYLGXDOV
WRZDUGV HPSOR\PHQW 7KH\ SUHVXSSRVH WKDW LW LV EHVW IRU SHRSOH WR ZRUN DQG WKDW WKRVH
SHRSOH WKULYH LQ ZRUN LI WKH UHSRVLWRULHV RI LQILQLWH ´UHVRXUFHIXOQHVVµ DUH PDWFKHG ZLWK WKH
DSSURSULDWH MRE UROHV DQG RUJDQLVDWLRQDO FXOWXUHV $V VXFK DQ\ FKDOOHQJHV WKDW HPHUJH
DURXQGRQH·VFDSDFLW\WRZRUNDSSHDUWREHIXQFWLRQVRILQHIILFLHQWLOOVXLWHGQRQRSWLPLVLQJ
ZRUNLQJHQYLURQPHQWV,WPD\EHEHFDXVHRIDPLVPDWFKEHWZHHQWKHHQYLURQPHQWMREUROH
DQG DQ\ RI  WKH DVSHFWV RI WKH YRFDWLRQDO SURILOH GHVFULEHG DERYH E\ &KULVWRSKHU
,PSRUWDQWO\ WKLV DSSHDUV WR SODFH UHVSRQVLELOLW\ IRU HPSOR\PHQW RXWFRPHV RQ WKH
RUJDQLVDWLRQ DQG HPSOR\PHQW VXSSRUW DGYLVRU WR HQVXUH DQ RSWLPLVLQJ PDWFK ZKLFK
DFFRUGLQJ WR WKHVHSDUWLFLSDQWV LVHDVLO\GRQH WKURXJK UDWLRQDOFRQVLGHUDWLRQRI WKHFOLHQW·V
VWUHQJWKVVSHFLILFUHVRXUFHVDQGHQYLURQPHQWDOGHPDQGV7KHHPSKDVLVRQWKHHQYLURQPHQW
LV VKRZQ LQ WKH IDFW WKDW WKH SDUWLFLSDQWV· ZRUN H[WHQGV EH\RQG LPSURYLQJ XQHPSOR\HG
FOLHQWV· HPSOR\DELOLW\ DQG LQWR WKH UHDOPRI RUJDQLVDWLRQDO FRQVXOWDQF\RU ´LQZRUN VXSSRUW
SURJUDPPHVµ7KHXOWLPDWHIRFXVRIWKHLUZRUNLVWKXVWRPD[LPLVHSURGXFWLYLW\DVLVWKHFDVH
ZLWK ZHOOEHLQJ DW ZRUN LQWHUYHQWLRQV +RZHYHU WKH LQGLYLGXDO·V QHROLEHUDO UHVSRQVLELOLW\ IRU
VHOIPDQDJHPHQW H[LVWV RQ WKH IOLSVLGH RI VXFK YLWDO QRWLRQV RI RSWLPLVDWLRQ  7KH
LPSOHPHQWDWLRQ RI DQ\ DQG DOO HIIRUWV RI RSWLPLVDWLRQ HJ WUDLQLQJ PLQGIXOQHVV EUHDNV
YRFDWLRQDO SURILOLQJ RUJDQLVDWLRQDO FRQVXOWLQJ FHUWLI\ WKDWPRVW EDUULHUV WR HPSOR\PHQW DUH
UHPRYDEOH LI WKHFOLHQWHQJDJHVWKHRSWLPLVDWLRQPHFKDQLVPVDYDLODEOH $VVXFKWKHUHDUH
QHJDWLYH LPSOLFDWLRQV IRU WKH FOLHQW ZKR IDLOV WR PDNH XVH RI DOO WKH RSSRUWXQLWLHV PDGH
DYDLODEOHWRRSWLPLVHWKHFRQWH[WDQGSURPRWHWKHFOLHQW·VDELOLW\WRDSSO\WKHLUUHVRXUFHVLQ
WKHPDQDJHPHQWRIEDUULHUV

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&KULVWRSKHU·VODQJXDJHDOVRVKRZVKRZWKHGLVFRXUVHDWWULEXWHVVXFKIDLOXUHWRWKHLQGLYLGXDO
7KH FKDOOHQJHV LQ REWDLQLQJ DQGPDLQWDLQLQJ HPSOR\PHQW ZKLFK RIWHQ UHPDLQ LQ VSLWH RI
WKHVHHIIRUWVDUHH[SODLQHGLQWHUPVRIHFRQRPLFDOO\UDWLRQDOSHUVSHFWLYHWDNLQJ
´0DQ\WLPHVWKH\ZLOOFRQVLGHUVRPHWKLQJDQREVWDFOH´¶,·P MXVWDYLFWLPDSDVVLYH
YLFWLPWR LW·:KHQDFWXDOO\ZKHQZHWDONWRWKHPDERXWLWZHFDQJHWWKHPWRVHH
WKDW LW·V DFWXDOO\ D EDUULHU DQG LI ZH GR VRPHWKLQJ DERXW LW ZH FDQ JHW ULG RI LW
IRUHYHUµ&KULVWRSKHU
:KLOHWKHUHLVDVXSHUILFLDORQXVSODFHGXSRQWKRVHZKRFRQWUROWKHHQYLURQPHQWWKLVZD\RI
VSHDNLQJGRHVQRWDOORZWKHLQGLYLGXDOWRH[WHUQDOLVHWKHLUORFXVRIFRQWURORUPHUHO\UHDFWWR
WKH HQYLURQPHQW ,QVWHDG WKH LQGLYLGXDOZKR IDLOV WR WKULYHZLWKLQ DQ HQYLURQPHQW WKDW KDV
EHHQ RSWLPLVHG E\ WKH HPSOR\HU WR WKH H[WHQW WKDW WKH HPSOR\HU LV UHVSRQVLEOH LV
XQIDYRXUDEO\SRVLWLRQHGDVD´SDVVLYHYLFWLPµ6XFKDQLQGLYLGXDOIDLOVWRHQJDJHWKHH[WHQW
RIWKHLURSWLPLVHGKXPDQLVWLFDQGHFRQRPLF´UHVRXUFHIXOQHVVµE\ZKLFKWKH\DUHH[SHFWHG
WRHOLPLQDWHHPSOR\PHQWEDUULHUVDOWRJHWKHU,IWKH\DUHFRPSODFHQWLQWKHIDFHRIEDUULHUV
ZKHQWKH\FRXOGHQJDJHWKHLU LQQDWH´UHVRXUFHIXOQHVVµWRPDQDJHWKRVHEDUULHUVWKHQ WKH\
DUHXQGHUVWRRGWRIDFLOLWDWHWKHLUXQHPSOR\DELOLW\
)URPZLWKLQWKLVVXEMHFWSRVLWLRQRQHPXVWRSHUDWHRQWKHDVVXPSWLRQWKDWDQ\FKDOOHQJHFDQ
EH RYHUFRPH ZLWK WKH ULJKW HFRQRPLFDOO\ UDWLRQDO SHUVSHFWLYH DQG ZLWK WKH FRUUHFW
DSSOLFDWLRQRIWKHLULQQHUUHVRXUFHIXOQHVV7KLVDSSHDUVWREHWKHRUJDQLVDWLRQV·HPSOR\DELOLW\
HQKDQFHPHQWREMHFWLYHIURPZLWKLQWKLVGLVFRXUVH
7KLVGLVFRXUVHRI LQQHU´KXPDQ UHVRXUFHIXOQHVVµDOVRKDVSXQLWLYH LPSOLFDWLRQV IRU WKRVHZKR
IDLOWRDSSO\WKHLULQQHU´KXPDQUHVRXUFHIXOQHVVµRUHPSOR\DELOLW\DQGLQVWHDGVHHNWRUHO\RQ
´H[WHUQDO UHVRXUFHVµ VXFK DV EHQHILWV %HORZ0DULRQ GHVFULEHV KHU H[SHULHQFH RI D \RXQJ
PDQZKRLQVSLWHRIKLV´UHSRVLWRU\RIUHVRXUFHIXOQHVVµRSWHGWRFODLPKRXVLQJEHQHILWV
6R\RXNQRZLQWKHHQG,JRWWKHZKROHVWRU\RXWRIKLPDVWRZK\$QG,XVHGWRORRN
DWKLPDQG,VDLGWRKLP´<RXFDQJHWDQ\MRE<RXFDQJHWZRUNµ,PHDQ\RXNQRZ
<RXDUHDJRRG ORRNLQJJX\ QLFHO\ VSRNHQ LQWHOOLJHQW ,17(//,*(17 ULJKW" 6XFKDQ

  
DQJHO<RXFDQJRDQGZRUNLQ´,GRQ·WNQRZ5HLVV,QUHWDLO\RXNQRZ<RXFDQGR
DJHQF\ZRUN\RXNQRZ"µ
´1RQR ,GRQ·WZDQW WREHGRLQJWKDWµ >KH VDLG@<RXNQRZ WKDW VRUWRI WKLQJ$QG
WKHQ,ORRNHGDWKLPDOLWWOHELWIXUWKHUDQGWKHQ,VWDUWHGWRUHVHQWKLP>«@7KH\KDYH
HYHU\ VNLOO DQG DELOLW\ QRW WR EH >LQ VXSSRUWHG DFFRPPRGDWLRQ@ $QG VR WKHUH ZDV
VRPHWKLQJUHDOO\ZDUSHGJRLQJRQWKHUH0DULRQ
7KLV KLJKOLJKWV WKH SXQLWLYH VXEMHFW SRVLWLRQLQJ WKDW LV DYDLODEOH WR WKH SDUWLFLSDQWV ZKLOH
RSHUDWLQJZLWKLQWKLVGLVFRXUVHZKHUHWKHIHHOLQJRIUHVHQWPHQWLVMXVWLILHG7KH\DUHSHUPLWWHG
WRVWLJPDWLVHWKH LQGLYLGXDOZKR LPPRUDOO\FKRRVHVQRW WRHQJDJHWKHLU´UHVRXUFHIXOQHVVµ ,W
VXJJHVWVVRPHWKLQJRIWKHLUUROHIURPZLWKLQWKHVXEMHFWSRVLWLRQWKDWWKH\DUHLQYLWHGWRWDNH
ZLWKLQ WKHKXPDQLVWLFHFRQRPLFGLVFRXUVHRI UHVRXUFHIXOQHVVZKLFK LV VLPLODU WR WKH VXEMHFW
SRVLWLRQLQJ DYDLODEOH LQ WKH QHROLEHUDO FLWL]HQVKLS GLVFRXUVH 7KH\ DUH LQYLWHG DQG QRW
QHFHVVDULO\REOLJDWHGSHUKDSVE\YLUWXHRI WKHLU YDOXDEOHHFRQRPLF LGHQWLW\ WR IXQFWLRQDV
JDWHNHHSHUVRSHUDWLQJDWWKHERXQGDULHVRIFLWL]HQVKLS7KH\DUHH[SHFWHGWRDOORZDFFHVV
RQO\WRWKRVH LQGLYLGXDOVZKRGHPRQVWUDWHYDOXHVDIILUPLQJRIQHROLEHUDOVRFLHW\ $UJXDEO\
WKLV IHHOLQJRI UHVHQWPHQW VXJJHVWV0DULRQ·VRZQ LQWHUQDOLVDWLRQLQYHVWPHQW LQ WKH XOWLPDWHO\
QHROLEHUDOYDOXHVRIWKHGLVFRXUVHDQGFRQVHTXHQWLQVWLWXWLRQDOSUDFWLFHV
0HDQZKLOH WKHUH LV DQ LPSOLHG FRQFOXVLRQ WKDW WKH XQHPSOR\HG LQGLYLGXDOEHQHILWVHHNHU
DFWLYHO\DQGLPPRUDOO\FKRRVHVWRIRUIHLWWKHLUSRWHQWLDOIRUSURGXFWLYLW\DQGIXOILOPHQWWKURXJK
ZRUN $IWHU DOO ZLWKLQ WKLV GLVFRXUVH WKHVH DUH SRWHQWLDOV WKDW WKH LQGLYLGXDO LV LQWULQVLFDOO\
PRWLYDWHGWRHQJDJH ,QGLYLGXDOVZKRDSSHDUWRGLVXVHWKHVHSRWHQWLDOVDQGFRPSODFHQWO\
UHO\RQH[WHUQDO UHVRXUFHVDUHWKRXJKW WRGRVREHFDXVHRIXQHFRQRPLF LUUDWLRQDO WKLQNLQJ
7KLV LV LQWXUQSDWKRORJLVHGWRWDNHWKHIRUPRIPHQWDOKHDOWK LVVXHVRUEHQHILWVHHNLQJ ,WKDV
WKH SRWHQWLDO WR FUHDWH D VHOIVWLJPDWLVLQJ RU VHOIOLPLWLQJ VXEMHFW SRVLWLRQLQJ IRU WKH FOLHQW
+RZHYHU LW LV DOVR GLVFXUVLYHO\ XVHIXO LQ PRWLYDWLQJ WKH LQGLYLGXDO WRZDUGV WKH PRUH
PHDQLQJIXOYDOLGDWLQJ VXEMHFW SRVLWLRQ RI ´HPSOR\DEOHµ LH ´RULHQWHG WRZDUG HFRQRPLF
SURGXFWLYLW\E\YLUWXHRIKXPDQLVWLFPRWLYDWLRQDQGHFRQRPLFUDWLRQDOLW\µ

  
& $Q(YROXWLRQDU\'LVFRXUVHRI$GDSWDELOLW\
:KHUHDV DGDSWDWLRQ LV D SURFHVV DGDSWDELOLW\ LV D TXDOLW\ >«@ 7KLV SHUVRQDO
DGDSWDELOLW\ LVGHVFULEHGDVHPSOR\DELOLW\ >«@ ,W LVHVVHQWLDO IRU VNLOOV WRGHYHORSDQG
HYROYH LQ RUGHU WR LPSURYH DGDSWDELOLW\ DQG FRPSHWLWLYHQHVV DQG FRPEDW VRFLDO
H[FOXVLRQ·(XURSHDQ&RXQFLOES
:KLOH WKLV GLVFRXUVH PDLQWDLQV WKH LPSRUWDQW WKHPH RI LQWHUQDOLVDWLRQ WR LPSO\ LQGLYLGXDO
UHVSRQVLELOLW\LWRIIHUVDXQLTXHDFNQRZOHGJHPHQWRIWKHVRFLRHFRQRPLFFKDOOHQJHVLQKHUHQW
LQJDLQLQJPDLQWDLQLQJHPSOR\PHQW $UJXDEO\ LW LVXVHGWRPDQDJHWKHSRWHQWLDOO\SXQLWLYH
VXEMHFWSRVLWLRQVWKDWDUHDYDLODEOHZLWKLQWKHGLVFRXUVHVGHVFULEHGDERYH&KULVWRSKHUPDNHV
XVHRI WKHGLVFRXUVH LQDPDQQHU WKDW SRVLWLRQVKLPVHOIDVDQHPSDWKHWLFJDWHNHHSHUZKR
ZDVDOVRFKDOOHQJHGWRDGDSWRQFH
6RMXVWWRWHOO\RXP\EDFNJURXQGEULHIO\IRUDPRPHQW7KLVLVP\WK\HDURIEHLQJLQ
WKHHPSOR\PHQW VHFWRU , IHOO LQWR WKH VHFWRU WKURXJKKDYLQJD QHUYRXV EUHDNGRZQ
6DZDSV\FKLDWULVWIRUVRPHPRQWKVDQGHQGHGXSVWDULQJDWWKHZDOOVKRXUVDGD\
DWKRPH6WDUWHGFODLPLQJHPSOR\PHQWEHQHILWV:KHQ,JRWWRWKHPRQWKVWDJH ,
JRW FDOOHG LQWR WKH -RE&HQWUH IRU DPDQGDWRU\ UHYLHZDQG JRW VHQW RQ D FRXUVH
7KUHHZHHNVODWHUWKHFRXUVHSURYLGHURIIHUHGPHDMREDVDWUDLQHUDQG,·YHEHHQLQ
WKHVHFWRUHYHUVLQFH>«@6RILUVWDQGIRUHPRVWZHORRNDWWKHFLUFXPVWDQWLDOVLGHDQG
VD\´/HW·VVHHLIZHFDQKHOSWKLVSHUVRQKDYHDOLIHVW\OHWKDWLVFRPSDWLEOHZLWKZRUNµ
&KULVWRSKHU
,QWKHSUHYLRXVGLVFRXUVHRI´UHVRXUFHIXOQHVVµWKHLQLWLDOVXJJHVWLRQZDVWKDWIXOILOPHQWWKURXJK
ZRUN LV LQHYLWDEOH LI WKHZRUNLQJHQYLURQPHQW LVRSWLPLVHG WR WKDWHQG+RZHYHUZLWKLQ WKLV
GLVFRXUVHRI´DGDSWDELOLW\µ LWDSSHDUV WKDWDKDUVKDQGFKDOOHQJLQJHQYLURQPHQWPD\DOVR
EH YDOXDEOH WR WKH H[WHQW WKDW LW VWLPXODWHV WKH LQGLYLGXDO·V DELOLW\ WR DGDSW LH WKHLU
HPSOR\DELOLW\DQGWRHYROYH HJ LQ WKHIRUPVRIJDLQLQJHPSOR\PHQWFDUHHUSURJUHVVLRQ
+HUH WKH LQGLYLGXDO LV PRUH H[SOLFLWO\ UHVSRQVLEOH WR DGMXVW WR WKH HQYLURQPHQW +RZHYHU
&KULVWRSKHUDQGWKRVHZKRFULWLFLVHWKHKDUVKQHVVRIWKH-RE&HQWUHIRUH[DPSOHVKRZVWKDW

  
LWLVQRWPHDQLQJIXORUQHFHVVDU\IRUWKHLQGLYLGXDOWRHQGXUHKDUVKHQYLURQPHQWVWKDWDUHQRW
DSSURSULDWHO\VWLPXODWLQJRUSHUWLQHQWWRWKHGHVLUDEOHHYROXWLRQDU\HIIHFWV 7KLVHPSKDVLVRQ
WKHLPSRUWDQFHRIWKHHQYLURQPHQWDOORZVWKHSDUWLFLSDQWVWRDUJXHWKDWSDUWLFXODUFRQWH[WV
PD[LPLVHHPSOR\DELOLW\DQGRWKHUVDUHVLPSO\QRWDSSURSULDWHIRUWKLV
$VPHQWLRQHGHDUOLHU WKHGLVFRXUVHDSSHDUV WRRIIHUD OHVVSXQLWLYH VXEMHFWSRVLWLRQ IRU WKH
SDUWLFLSDQWV ,W FRQVWUXFWV WKH FOLHQW·V XQHPSOR\PHQW RU QRQHQJDJHPHQW DV DQ LVVXH RI
ODFNLQJ RSSRUWXQLW\ H[SRVXUH RU LQWHUQDOO\ ORFDWHG FDSDELOLW\ 8QOLNH WKRVH DERYH WKLV
GLVFRXUVHLVOHVVUHOLDQWRQQRWLRQVRIPRUDOLW\DQGWKHUHIRUHGRHVQRWUHTXLUHWKHSDUWLFLSDQWV
WR QHJDWLYHO\ HQIRUFH LPPRUDOLW\ ZLWK VLPLODU SXQLWLYHQHVV ,QVWHDG LW UHTXLUHV WKDW WKH
SDUWLFLSDQWVXVHWKHLUSRZHUWRSRVLWLYHO\UHLQIRUFHDGDSWDELOLW\$VVXFKWKH\PXVWHQVXUHWKH
FOLHQW·VH[SRVXUH WRQHFHVVDU\FKDOOHQJHVDQG VWLPXODWLRQ ,W LV WKHFRQWH[W HQYLURQPHQWRU
WKHODERXUPDUNHWWKDWLVSRVLWLRQHGWRSXQLVK7KHFRQWH[WLVSRZHUIXOWRVXFKDQH[WHQWWKDW
HYHU\RQHPXVWVXEPLWDQGEHVXEMHFWLILHGE\LW7KHUHLVKRZHYHUURRPIRUWKHLQGLYLGXDOWR
GHPRQVWUDWH UHVSRQVLELOLW\ LQ WKLV 7KH\ PXVW FKRRVH WR H[SRVH WKHPVHOYHV WR WKH ULJKW
HQYLURQPHQWV
7KHUHLVDQRSSUHVVLYHIDLUQHVVLQWKHHYROXWLRQDU\QRWLRQWKDWWKRVHZKRDUHLQWULQVLFDOO\DEOH
WRDGDSWGHVLUDEO\DUHQDWXUDOO\VHOHFWHGWRVXUYLYHVRFLDOHPSOR\PHQWFKDOOHQJHV7KHVHDUH
WKHHPSOR\DEOHLQGLYLGXDOVZKRGHPRQVWUDWHQHROLEHUDOJRYHUQPHQWDOLW\DQGDUHUHZDUGHG
IRULW7KRVHZKRGRQRWGHPRQVWUDWHWKLVLQWULQVLFFDSDFLW\DUHYXOQHUDEOHWRVRFLDOH[WLQFWLRQ
LQWKHIRUPRIVRFLDOH[FOXVLRQ'HVSLWHWKHOHVVSXQLWLYHVXEMHFWSRVLWLRQLQJRIWKHSDUWLFLSDQWV
WKLVGLVFRXUVH·VDFWLRQRULHQWDWLRQLVPXFKPRUHEUXWDO,WVEUXWDOLW\LVSHUKDSVLQLWVQHFHVVLW\,W
HQVXUHV WKDW WKH FKDOOHQJLQJ DQG XQSUHGLFWDEOH VWDWXV TXR RI WKH ODERXU PDUNHW IRU
H[DPSOHUHPDLQVLQWDFW
$GDSWDELOLW\ DQG WKHUHIRUH HPSOR\DELOLW\ LV DOVR FRQVWUXFWHG WR IDFLOLWDWH HFRQRPLFDOO\
UDWLRQDOFKRLFHVDVWRZKDWRQHIHHOVDQGGRHVLQDJLYHQHQYLURQPHQW
6R ZKDW RXU JX\V GR LV D ORW RI ZRUN RQ FKDOOHQJLQJ DWWLWXGHV DQG EHKDYLRXUV
PRGHOOLQJWKHDWWLWXGHVDQGEHKDYLRXUV WKH\ VKRXOGEHGLVSOD\LQJDQGJLYLQJFOLHQWV

  
WKHRSSRUWXQLW\WRGHYHORSWKRVHDWWLWXGHVRYHUDSHULRGRIWLPH7REHDEOHWRVZLWFK
DQDWWLWXGHRQLQDQDSSURSULDWHHQYLURQPHQWDQGJREDFNWRQRUPDOVHOIZKHQRXW
RIWKDWHQYLURQPHQW6RWKDW·VUHDOO\YLWDOIRUPH>«@1RRQHLVJRLQJWRRQDWZRGD\
FRXUVHDQGKDYHDQDWWLWXGLQDOVKLIW>«@7KDW·VZK\,VD\DJDLQMXVWEHLQJDEOHWRKHOS
FKRRVHWKHDWWLWXGHWKH\VKRZLQDZRUNHQYLURQPHQW&KULVWRSKHU
7KLV XVH RI ODQJXDJH VXJJHVWV WKDWDGDSWDELOLW\ HQVXUHV HYROXWLRQZKLFK WDNHV WKH IRUPRI
LQFUHDVLQJ UDWLRQDO HPRWLRQDO LQWHOOLJHQFH WKHDELOLW\ WR UDWLRQDOO\PDQDJHRQH·VHPRWLRQV
DFFRUGLQJ WR WKH HQYLURQPHQW :LWK &KULVWRSKHU·V RZQ H[SHULHQFH DQG HQWUHSUHQHXULDO
SRVLWLRQ LQ PLQG KH SRVLWLRQV KLPVHOI DV DQ HYROYHG VXUYLYRU RI XQHPSOR\PHQW DQG DV DQ
HQWUHSUHQHXU KLV H[SHULHQFH HSLWRPLVHV HFRQRPLF UDWLRQDOLW\ +LV UDWLRQDOLW\ FRXOG EH
XQGHUVWRRGDVDFRQVHTXHQFHRIKLVHYROXWLRQZKLFKLVGHVFULEHGLQWKHSUHYLRXVTXRWH$V
WKH TXRWH DERYH VKRZV WKH LGHDOO\ HPSOR\DEOHDSSURSULDWHO\ ´HYROYHGµ LQGLYLGXDO LV
XOWLPDWHO\FDSDEOHRIHFRQRPLFUDWLRQDOLW\
(DUOLHU HFRQRPLF UDWLRQDOLW\ IHDWXUHG LQ WKH ´UHVRXUFHIXOQHVVµ GLVFRXUVH DV QHFHVVDU\ IRU
PDQDJLQJ EDUULHUV WR HPSOR\PHQW ,Q IDFW LW ZDV VXJJHVWHG WKDW DQ\ REVWDFOH FRXOG EH
UHQGHUHG D VROYDEOH EDUULHU ZLWK HFRQRPLFDOO\ UDWLRQDO SHUVSHFWLYHWDNLQJ )XUWKHUPRUH
HFRQRPLFUDWLRQDOLW\ZDVKLJKOLJKWHGDVDQDVVXPHGFDSDFLW\WKDWRQO\UHTXLUHVDSSOLFDWLRQ
+HUH WKHDGDSWDELOLW\GLVFRXUVHHQVXUHVHYROXWLRQ LQ WKH IRUPRI LQFUHDVLQJ UDWLRQDOLW\ DQG
VHOIDFWXDOLVDWLRQ
$UJXDEO\ WKH´KXPDQ UHVRXUFHIXOQHVVµDQG´DGDSWDELOLW\µGLVFRXUVHZRUN WRJHWKHU WR LQVLVW
WKDW DQ\ EDUULHU FDQ EH RYHUFRPH ZLWK UDWLRQDOLW\ 7KH\ HQVXUH DQ XQGHUVWDQGLQJ RI
UDWLRQDOLW\DVLQHYLWDEO\DYDLODEOHE\YDULRXVPHDQV,IRQH·V LQQHUUHSRVLWRU\IRU LWFDQQRWEH
DFFHVVHG LW ZLOO GHYHORS LI WKH LQGLYLGXDO HQJDJHV ZLWK FKDOOHQJHV HJ WKH SDUWLFLSDQW·V
SURJUDPPHV ZKLFK SURPLVH GHVLUDEOH HYROXWLRQ  7KURXJK WKDW GHYHORSPHQW WKH HYROYHG
LQGLYLGXDO ZLOO XOWLPDWHO\ KDYH DFFHVV WR WKH UDWLRQDOLW\ UHTXLUHG WR RYHUFRPH EDUULHUV WR
HPSOR\PHQW 3XW VLPSO\ WKHUH DUH QR EDUULHUV WKDW FDQQRW EH RYHUFRPH 7KH VHQWLPHQW
FRQYH\HGWKURXJKWKHDFWLRQRIWKHVHKXPDQLVWLFHFRQRPLFDQGHYROXWLRQDU\GLVFRXUVHV LV

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´<RXFDQGRLWVRMXVWGRLW$QGHYHQLI\RXFDQ·WGRLWDWILUVW\RXZLOOILJXUHRXWKRZWRGR
LWµ
7KLV SDUWLFXODU H[FHUSW LV DOVR VLJQLILFDQW EHFDXVH LW GHPRQVWUDWHV D FRQVWUXFWLRQ RI
HPSOR\DELOLW\WKDWGUDZVRQSV\FKRORJLFDO ODQJXDJH LHDWWLWXGHDQGEHKDYLRXU+RZHYHU
KLVXVHRIWKHDGDSWDELOLW\GLVFRXUVHDOOXGHVWRWKHHYROYHGHPSOR\DEOHLQGLYLGXDO·VDELOLW\WR
DSSO\ WKHLU PHWDSV\FKRORJLFDO UDWLRQDOLW\ GHVFULEHG E\ &KULVWRSKHU HOVHZKHUH WR ´WXUQ
DWWLWXGHVDQGEHKDYLRXUVRIDQGRQµ
<HW WKLVSV\FKRORJLFDOFRQVWUXFW LVDV WKLVDQDO\VLVDUJXHVQRQSV\FKRORJLFDO3V\FKRORJLFDO
GLVFRXUVH VXJJHVWV WKDW DWWLWXGHV DQG EHKDYLRXU DUH UHODWLYHO\ VHGLPHQWDU\ WKXV MXVWLI\LQJ
SV\FKRORJLFDO LQWHUYHQWLRQV WKDW HQJDJH WKH LQGLYLGXDO LQ D SURFHVV RI ´H[FDYDWLRQµ DQG
UHVWUXFWXULQJ IRU ORQJWHUP FKDQJH DQG UHVROXWLRQ (YHQ &%7 ZKLFK LV UDWLRQDOLVLQJ DQG
VXLWDEOH IRU VKRUWWHUP LPSOHPHQWDWLRQ DVVXPHV D GHJUHH RI FRJQLWLYH UHVWUXFWXULQJ RI
FKDQJH 7R WHPSRUDULO\ GLVHQJDJH IURP XQKHOSIXO DWWLWXGHV DQG EHKDYLRXUV E\ PHDQV RI
FDOP UDWLRQDOLW\ IRU FRQWH[WVSHFLILF FKDQJH UDWKHU WKDQ ORQJWHUP UHVROXWLRQ LV VHHPLQJO\
QRQSV\FKRORJLFDO+RZHYHUDVDSRLQWRI UHIOH[LYLW\ ,DPDZDUHRIWKHIDFWWKDW,DUULYHDW
VXFKFRQFOXVLRQVZKLOHRSHUDWLQJIURPZLWKLQWKHSV\FKRORJLFDOGLVFRXUVHP\VHOIDQGPD\EH
SRVLWLRQHG WR LQVLVW XSRQ WKH ´WUXHµ QDWXUH RI SV\FKRORJLFDO SUDFWLFH DV RQH ZKR PXVW
GHIHQGLWDQGPDLQWDLQLWVLQWHJULW\
)LQDOO\DQXPEHURIWKHSDUWLFLSDQWVKLJKOLJKWHGWKHLUUROHLQKHOSLQJWKHLUFOLHQWVLGHQWLI\WKHLU
WUDQVIHUDEOHVNLOOV7KH\LQVLVWHGWKDWZKLOHDSHUVRQPD\KDYHQHYHUZRUNHGWKH\PD\VWLOOEH
HPSOR\DEOH7KHLUFRQVWUXFWLRQRIWUDQVIHUDEOHVNLOOVVXJJHVWHGWKDWWKHVHVNLOOVDUHYDOXDEOHWR
WKHH[WHQWWKDWWKHFOLHQWFDQLQQRYDWHDQGDGDSWWKHPWRDQ\MREUROH,QIDFWWKHDWWLWXGHV
DQGEHKDYLRXUVWKHSDUWLFLSDQWVWU\DQGHQFRXUDJHDPRQJWKHLUFOLHQWVDUHWUDQVIHUDEOHRQHV
VXFK DV WLPHPDQDJHPHQW WHDPZRUN HPRWLRQDO LQWHOOLJHQFH DQG FRPPXQLFDWLRQ
$UJXDEO\ WKHVH DWWLWXGHV DQG EHKDYLRXUV XQLTXHO\ HQVXUH DQ LQGLYLGXDO·V FDSDFLW\ WR
VXFFHVVIXOO\DGDSWWRDQ\JLYHQZRUNLQJHQYLURQPHQW


  
& &RQFOXVLRQ
7KHUHDUHDQXPEHURIFRQVLVWHQFLHVDQGSRLQWVRILQWHUDFWLRQDPRQJWKHVHGLVFRXUVHV7KH\
VLPLODUO\SULYDWLVHLQGLYLGXDOLVHUHVSRQVLELOLW\E\ORFDWLQJLWZLWKLQWKHFLWL]HQZKRLVREOLJDWHGWR
DVSLUH IRU ZRUN <HW LW DSSHDUV WKDW WKH SDUWLFLSDQWV WR YDU\LQJ GHJUHHV VHHN ZD\V WR
PDQDJH WKH DVSLUDWLRQDO DQG REOLJDWRU\ WHQVLRQV ZLWKLQ WKH QHROLEHUDO VXEMHFW SRVLWLRQLQJ
WKDWQHROLEHUDOLVPPDNHVDYDLODEOHWRWKHP7KLVLVHYLGHQWLQWKHLUFRQVLVWHQWUHVLVWDQFHRIWKH
':3·V LQVWLWXWLRQDOSUDFWLFHVZKLFKDUHDUJXDEO\ VLPLODUO\ LQIRUPHGE\QHROLEHUDOFLWL]HQVKLS
GLVFRXUVH
7KHVHSDUWLFLSDQWVDUH ORFDWHGDW WKHERUGHUVRI WKLVQHROLEHUDO VRFLHW\DQGUHVSRQGWRWKH
VRFLDOO\H[FOXGHGLQGLYLGXDOVWKDWWKH\ILQGWKHUHLQGLIIHUHQWZD\V6XSHUILFLDOO\PRVWRIWKHVH
VRFLDO HQWUHSUHQHXUV LQVLVW WKDW WKH SHQGXOXP RI UHVSRQVLELOLW\ VZLQJV PRUH WRZDUGV WKH
´VRFLDOµ WKDQ WKH ´LQGLYLGXDOµ <HW WKH SUDFWLFHV WKDW EHFRPH SRVVLEOH WKURXJK WKHLU
SDUWLFXODU XVH RI ODQJXDJH SXWV PXFK RI WKH UHVSRQVLELOLW\ RQ WKH LQGLYLGXDO ,PSRUWDQWO\
HPSOR\PHQWLVGLVWLQJXLVKHGIURPHPSOR\DELOLW\DQGWKHIRUPHULVSUHVHQWHGDVFRPSDUDWLYHO\
OHVV YDOXDEOH :LWK WKLV GLVWLQFWLRQ HPSOR\PHQW VXSSRUW SURIHVVLRQDOV QHHG RQO\ WDNH
UHVSRQVLELOLW\ IRU WKH LQGLYLGXDO·V LQWHUQDOLVDWLRQ RI QHROLEHUDO VXEMHFWLYLWLHV HPSOR\DELOLW\
+RZHYHU WKLV SURFHVV RI LQWHUQDOLVDWLRQ LV VR VWHHSHGZLWK QRWLRQVRI VHOIPRWLYDWLRQ WKDW QR
RQHFDQ WDNH UHVSRQVLELOLW\ IRU LWEXW WKH LQGLYLGXDO:KHUH WKHVHRUJDQLVDWLRQVZLOO QRW WDNH
UHVSRQVLELOLW\IRUHPSOR\PHQWRXWFRPHVWKHVWDWHLVHTXDOO\HYDVLYHVRRQO\WKHLQGLYLGXDO LV
DYDLODEOHWRWDNHWKDWUHVSRQVLELOLW\RQ
7KDW ZLWKVWDQGLQJ WKH SDUWLFLSDQWV GR QRW IXOO\ LQKDELW WKH VXEMHFW SRVLWLRQLQJ WKDW LV WKXV
DYDLODEOH WR WKHP 7KH\RIWHQGHVFULEHG WKHLU UHODWLRQVKLSVZLWK WKH':3 LQ WHUPVRI ´WKHP
DQGXVµ:KDWSHUPLWV WKLVGLVFXUVLYHGLVWLQFWLRQJLYHQ WKHLU VHHPLQJO\FRPPRQ UROHVZLWKLQ
QHROLEHUDOLVP"
$JDLQWKHSDUWLFLSDQWVKLJKOLJKWWKHLPSRUWDQFHRIFRQWH[WDQGLQVLVWWKDWWUHDWPHQWVSDFHV
VXFKDVSV\FKLDWULFZDUGVRU-RE&HQWUHVDUHMXVWQRWDOLJQHGZLWKFRQVWUXFWVRIHPSOR\DELOLW\
WKDWFDOOIRUDFWXDOLVDWLRQRSWLPLVDWLRQRISURGXFWLYLW\DQGHYROXWLRQ,QIDFWWKHSDUWLFLSDQWV·

  
SURWHFWLYH UROHV DV JDWHNHHSHUV RI QHROLEHUDO VRFLHW\ DSSHDU WR LQYROYH PDQDJLQJ WKH
H[WHUQDOZRUOG·VDFFHVVWRWKHLUFOLHQWVLQWKHLURSWLPLVLQJZRUNVSDFHVZKHUHLWZDVWKHRWKHU
ZD\DURXQGEHIRUH 7KLV HPSKDVLV RQ WKHFRQWH[W DSSHDUV WR VXJJHVW WKHPHDQLQJRIDQ
LQWHUYHQWLRQ FKDQJHV GHSHQGLQJ RQ WKH FRQWH[W ZKHUH LW LV LPSOHPHQWHG )RU H[DPSOH
WDONLQJ DERXW VRPHRQH·V VWRU\ FDQEH LQYDVLYH DQG H[FHVVLYHO\ FOLQLFDO LQ RQH VHWWLQJ DQG
UHODWLRQVKLSEXLOGLQJ LQ DQRWKHU VHQVH 7KHUH LV LQGHHG VRPHWKLQJ LQFRPSDWLEOH DERXW WKLV
VXGGHQO\ SURWHFWLYH VXEMHFW SRVLWLRQLQJ ZKLFK OHDGV WKH DQDO\VLV LQWR D GHVFULSWLRQ RI WKH
VHFRQGFDWHJRU\RIGLVFRXUVHV
& &DWHJRU\%([WHUQDOLVLQJ'LVFRXUVHVRI(PSOR\DELOLW\
:KDWIROORZVLVDQLOOXVWUDWLRQRIWKHGLVFRXUVHVWKDWFRQVWLWXWHWKHVHFRQGFDWHJRU\LGHQWLILHG
LQ WKLVDQDO\VLV 7KHVHDUHDUJXDEO\FRXQWHUGLVFRXUVHV WKDWDOORZWKHSDUWLFLSDQWVDFFHVV WR
VXEMHFWSRVLWLRQVDQGDOWHUQDWLYHVXEMHFWLYLWLHVWKDWDUHPRUHDFFRPPRGDWLQJOHVVSXQLWLYHRI
WKHLU FOLHQWV· GHSHQGHQW VXEMHFW SRVLWLRQLQJ 7KRXJK WKH\ KDYH EHHQ VHSDUDWHG IURP WKH
SUHYLRXVGLVFRXUVHLQDFDWHJRULFDOZD\WKHWZRGLVFRXUVHVDUHLQWHUWZLQHG7KHSDUWLFLSDQWV·
SRVLWLRQLQJDVXQLTXHO\YLWDOWRWKHFOLHQWVZDVHYLGHQWHYHQLQWKHFDWHJRU\RIGLVFRXUVHVWKDW
HPSKDVLVHG VHOIUHOLDQFH +RZHYHU WKLV FDWHJRULVDWLRQ LV XVHIXO LQ VKRZLQJ WKDW WKH FOLHQWV·
LQDELOLWLHVGLVDELOLW\ FDQQRW EH HQWLUHO\ VSRNHQ DZD\:KHUH WKHVH LVVXHV RI DELOLW\PXVW EH
FRQIURQWHGRUDFFRPPRGDWHGWKHSDUWLFLSDQWVDUHIRUFHGWRVSHDNLQGLIIHUHQWZD\V7KLVLV
ZKDWWKLVVHFRQGFDWHJRU\DLPVWRVKRZ
$VPHQWLRQHG HDUOLHU WKHVH GLVFRXUVHV ORFDWH HPSOR\DELOLW\ RXWVLGH RI WKH LQGLYLGXDO 7KH\
KLJKOLJKW WKH GLVFXUVLYH PHFKDQLVPV E\ ZKLFK WKH SDUWLFLSDQWV· HPSOR\DELOLW\ RU WKHLU
FRPSDUDWLYHSRZHU IDFLOLWDWHVD´UHGHPSWLYHµ VXEVWLWXWLRQRU VRFLDOLVDWLRQRIHPSOR\DELOLW\
:KLOH WKH SUHYLRXV FDWHJRU\ RI GLVFRXUVHV ZDV FRQWH[WVSHFLILF WKHVH GLVFRXUVHV DUH
FRPPRQO\SURYLGHUVSHFLILF$V VKRZQHDUOLHU QHROLEHUDOLVP UHPDLQVDPHWDGLVFRXUVH WKDW
IUDPHVWKHGLVFRXUVHDQDO\VLVDQGWKHFDWHJRULHVLGHQWLILHGZLWKLQLW+RZHYHULQWKLVFDWHJRU\
LWWDNHVWKHQXDQFHGIRUPRIQHROLEHUDOSDWHUQDOLVP


  
& $3DWHUQDOLVWLF'LVFRXUVHRI3KLODQWKURS\
7KH SKLODQWKURS\ GLVFRXUVH LV DUJXDEO\ RQH RI WKH VHPLQDO GLVFRXUVHV DYDLODEOH WR VRFLDO
HQWHUSULVHV SXUSRVHG WR UHVSRQG WR VRFLDO SUREOHPV <HW DV 'HDQ  S  VWDWHV ´WKH
HVVHQWLDO QDWXUH RI SKLODQWKURS\ LV SDWHUQDOLVPµ ,Q GHVFULELQJ WKLV GLVFRXUVH KH VKRZV WKDW
´XSSHUµVRFLDORUGHUVSRVLWLRQWKHPVHOYHVDVUHVSRQVLEOHIRUWKH´ORZHUµLQGLYLGXDO·VZHOOEHLQJ
EXWPRUHLPSRUWDQWO\IRUWKHLUPRUDOLW\'HDQ
´7KH SKLODQWKURSLVW ZDV WR PHGLDWH EHWZHHQ WKH DQWDJRQLVWLF VRFLDO FODVVHV E\
GHVFULELQJWKHSRWHQWLDOEXWQRW\HWYLVLEOHKXPDQLW\RIWKHSDXSHUDQGGHYHORSLQJ
WKHLUPRUDOVWDQGDUGV9LOODVGHQµ
:LWKLQWKLVGLVFRXUVHWKHSKLODQWKURSLVW LVD MXGJHPHGLDWRUDQGSDVWRUDOFDUHUIRUWKHSRRU
7KH\WDNHRQUHVSRQVLELOLW\IRUWKHSRRULQGLYLGXDO·VPRUDOLW\LQVHUYLFHRIODUJHUVRFLHWDOJRDOV
RIHQVXULQJWKHLQGLYLGXDO·VFDSDFLW\IRUVHOISROLFLQJ
7KHUHLVRQHSDUWLFXODUFOLHQWRIPLQHZKR,KDYHWR«HYHU\SKRQHFDOOWRDQ\ZKHUHIRU
KLP EHFDXVH DV VRRQ DV DQ\RQH VWDUWV DVNLQJ NLQG RI RIILFLDO TXHVWLRQV KH MXVW
FDQ·W«KHJHWVUHDOO\DQJU\>«@+HLVWKHQLFHVWPDQLQWKHZRUOG%XWDVVRRQDVKH
JHWVDVNHGDQ\VRUWRIRIILFLDOTXHVWLRQVKHMXVW«KHMXVWFDQ·WPDQDJHLW$QGRIWHQLW
WDNHVPHWREHLQDPHHWLQJZLWKKLPDQGHLWKHUWDONIRUKLPRUVD\´/RRNKH·VQRWDQ
DQJU\JX\+HJHWV UHDOO\ZRUNHGXSKH LV LQD UHDOO\GLIILFXOW ILQDQFLDO VLWXDWLRQDQG
KH·VIDOOHQLQWRDELWRIEDG OXFNHWFHWHUDµ%XWLI,ZDVQ·WWKHUHIRUWKDW«GXQQR«KH
ZRXOGSUREDEO\JHWDUUHVWHGEDUUHGIURPSODFHVRUZKDWHYHULWPLJKWEHEXWQRRQH
NQRZVZK\KHLV OLNHWKDW ,NQRZZK\KHLV OLNHWKDWDQGWKHUHDUHUHDVRQVZK\KHLV
OLNH WKDW%XWQRRQHHOVHKDV WKDW UHODWLRQVKLS VR WKH\ MXVW VHHKLPDVDQDQJU\JX\
-DPHV
,Q UHVSRQVH WR D FODULI\LQJ TXHVWLRQ IURP PH DERXW KLV UROH DV SHUKDSV PHGLDWLQJ RU
VRFLDOL]LQJ-DPHVGHVFULEHG LQVWDQFHVVXFKDV WKLVZKHUHLQDFOLHQWEHKDYHGXQIDYRXUDEO\
EXWZDVVHHPLQJO\UHVFXHGIURPKLVLPPRUDOLW\E\-DPHV7KLVGHVFULSWLRQSRVLWLRQHG-DPHVDV
XQLTXHO\YLWDOWRKLVFOLHQWDVLIKHZDVWKHRQO\RQHDEOHWRWUXO\XQGHUVWDQGWKHFOLHQWDQGWR

  
SHUFHLYH WKHFOLHQWDV WKH ´QLFHVW JX\µ GHVSLWH WKHFOLHQW·V TXHVWLRQDEOHEHKDYLRXU2WKHU
FOLHQWV ZHUH GHVFULEHG DV HQJDJLQJ LQ LOOHJDO DFWLYLWLHV EXW ZHUH WKHQ YLQGLFDWHG E\ WKH
SDUWLFLSDQWZKRXQGHUVWRRGWKDWWKLVFOLHQWZDVRQO\WU\LQJWR´QREO\µDYRLGVHHNLQJEHQHILWV
$QRWKHUFOLHQWZDVVKRZQWRGHPRQVWUDWHDQWDJRQLVWLFEHKDYLRXUEXWZDVDJDLQYLQGLFDWHG
E\WKHSDUWLFLSDQW·VXQLTXHXQGHUVWDQGLQJWKDWWKHFOLHQWZDVGLVRULHQWHG
0RUDOLW\ LV NH\ LQ WKLVXVHRIGLVFRXUVH:LWKLQ WKLVGLVFRXUVH -DPHV WDNHV WKHSRVLWLRQRI WKH
PRUDO XQLTXHO\SHUFHLYLQJDQG WKHUHIRUHSDWHUQDOLVWLFSKLODQWKURSLVW+LVFOLHQWRQ WKHRWKHU
KDQG LV SRVLWLRQHG WR IDLO KHOSOHVVO\ DW DFWLQJ DFFRUGLQJ WR WKHPRUDO FRGH RI EHKDYLRXU
SUHVFULEHGE\WKHSUHVFULSWLYHDJHQF\HJWKH´RIILFLDORWKHUVµ
7KHSDUWLFLSDQWV·XQLTXHDELOLW\WRSHUFHLYHWKHFOLHQW·VQHHGVRUPRWLYDWLRQVDOVRSRVLWLRQVWKH
SDUWLFLSDQWV DV HPSDWKHWLF WR DQ H[WHQW WKDW HQVXUHV WKH FOLHQWV· GHSHQGHQFH RQ WKH
SDUWLFLSDQW ,W LV LPSOLHG WKDW WKH FOLHQW LV QRW DEOH WR QDYLJDWH VRFLDO UHODWLRQVKLSV RU WKH
VRFLHW\HIIHFWLYHO\ 7KHFOLHQW WKHUHIRUH UHTXLUHV WKH VXSSRUWRI WKH VRFLDOO\DQGPRUDOO\DSW
SDUWLFLSDQW ZKR FDQ HIIHFWLYHO\ KHOS FOLHQWV PHHW WKHLU VRFLDO QHHGV 7KLV GHSHQGHQF\ LV
SHUKDSVPDLQWDLQHGE\WKHFOLHQWV·SHUVLVWHQWHPSOR\PHQWQHHGV+RZHYHU LWDOVRVXJJHVWV
WKHFOLHQWPRUDOQHHGV
,QDQHROLEHUDOVHQVHWKHFOLHQW·VXQHPSOR\PHQWLVDVWLJPDWLVLQJDUJXDEO\LPPRUDOFKRLFH
$V VXFK WKH SDUWLFLSDQWV DUH QRW RQO\ SRVLWLRQHG E\ QHROLEHUDO SDWHUQDOLVP WR WDNH
UHVSRQVLELOLW\IRUWKHFOLHQW·VHPSOR\DELOLW\ UHVSRQVLELOLW\IRUWKHFOLHQW·VTXHVWLRQDEOHPRUDOLW\
FRPHVZLWKLW,QWKLVPDQQHUWKHUHDSSHDUVWREHDPRUDOFRQVWUXFWLRQRIHPSOR\DELOLW\
<HWHYHQZLWKDFOLHQW·V OLPLWHGPRUDOLW\HPSOR\DELOLW\FHUWDLQIUHHGRPVFRQFHVVLRQVUHPDLQ
DYDLODEOH WR WKH FOLHQW KLJKOLJKWLQJ WKH VLJQLILFDQFH RI WKH SDUWLFLSDQW·V SURYLGHU·V
PRUDOLW\HPSOR\DELOLW\LQFRQIHUULQJVRPHRIKLVRZQQHROLEHUDOULJKWVWRKLVEHQHILFLDU\)RU
H[DPSOH-DPHV·FOLHQWVZRXOGKDYHEHHQVXEMHFWWRUHVWULFWLYHFRQVHTXHQFHVLI-DPHVKDG
QRW EHHQ WKHUH +RZHYHU EXVLQHVV LV SHUPLWWHG WR JR RQ DV XVXDO DV LI WKH SURYLGHU·V
SUHVHQFH LQ VRPHZD\ RU DQRWKHU DWRQHG IRUEORWWHGRXW WKHFOLHQWV· LPPRUDO EHKDYLRXU
7KLVHFKRHVWKHUHGHPSWLYHTXDOLW\RIWKHSDWHUQDOLVWLFSKLODQWKURSLVW·VSDVWRUDOUROHV

  
,PSRUWDQWO\WKHUHLVQRWDONRQWKHSDUWLFLSDQWV·SDUWRIEXLOGLQJXSRQWKHFOLHQW·VEHKDYLRXU
RURIPRGHOOLQJDQDOWHUQDWLYH,WVHHPVWKDWWKHSDUWLFLSDQWRQO\EXWYLWDOO\SHUFHLYHVLWDQG
DFFHSWV LW 7KLV PD\ EH DOO WKDW LV QHFHVVDU\ IRU WKHP WR GR LI WKH SDUWLFLSDQW·V RZQ
PRUDOLW\HPSOR\DELOLW\ LV HQRXJK WR VXEVWLWXWHZKDWPD\EH ODFNLQJ LQ WKHFOLHQW +RZHYHU
WKLV DUJXDEO\ UHLQIRUFHV WKDW WKHUH LV OLPLWHG QHHG RU LQFHQWLYH IRU WKH FOLHQW WR DGMXVW WKHLU
EHKDYLRXUZKLFK LQ WXUQPDNHV WKHSDWHUQDOLVWLF UHODWLRQVKLSHYHQPRUHYLWDO 0HDQZKLOH
WKHSDUWLFLSDQWVDSSHDU WRFKDULWDEO\HPEUDFH WKHLU UROH LQDWRQLQJ IRUDQG UHGHHPLQJ WKH
FOLHQWV· HPSOR\DELOLW\ SDUWLFXODUO\ LQ WKH H\HV RI WKH ´RIILFLDO RWKHUVµSUHVFULSWLYH DJHQFLHV
$UJXDEO\WREHYLHZHGLQWKDWOLJKWPD\EHRISDUWLFXODUXVHIXOQHVVWRWKHSDUWLFLSDQWVZKRVH
ZRUN UHOLHV RQ VRFLDO WUXVW $FFRUGLQJ WR +HDUQ  S  VRFLDO WUXVW DULVHV LQ
´FRPPXQLWDULDQ LQWHUGHSHQGHQFLHV DQG VRFLDO LQVWLWXWLRQV WKDW LQVWLO LQ SHRSOH KDELWV RI
UHFLSURFLW\DQGUHVSRQVLELOLW\DQGWKHVHQVHRIPRUDOREOLJDWLRQZKRVHSUHVHQFHDIIRUGVWKH
VWURQJHVWJURXQGVSHRSOHKDYHIRUWUXVWLQJLQRQHDQRWKHUµ+HDUQGHVFULEHVWKDWVRFLDO
FDSLWDORULJLQDWHVDQGRQO\EHFRPHVDEXQGDQWZKHUHVRFLDOWUXVWSUHYDLOV
$QRWKHUH[DPSOHRIWKLVSDWHUQDOLVPZKHUHE\WKHFOLHQWV·GHSHQGHQFHLVSHUPLWWHGLQVSLWH
RIQHROLEHUDOLVP·VGHPDQGV LVHYLGHQW LQWKHFKRLFHDPRQJWKHSDUWLFLSDQWV WRXVH ,36 ,36
DQGWKHSUDFWLWLRQHUVWKDWXVHLWDUHFRPPRQO\FRPPHQGHGIRUWKHLUHPSDWKHWLFVHQVLWLYLW\WR
WKHFOLHQWV· OLPLWHGDFFHVV WRHFRQRPLFDO UHVRXUFHV DQDFNQRZOHGJHPHQWWKDWFKDOOHQJHV
WKH ´UHVRXUFHIXOQHVVµ GLVFRXUVH 7KLV DFNQRZOHGJHPHQW LV LPSRUWDQW WR WKH H[WHQW WKDW
ZHOIDUH SURYLVLRQ LV DQ DVVXPHG GLPHQVLRQ RI ,36 <HW WKLV SURYLVLRQ PDLQWDLQV WKH FOLHQWV·
YXOQHUDELOLW\ WR VWLJPDWLVDWLRQ EHFDXVH QHROLEHUDOLVP REOLJHV DVSLUDWLRQDO VHOI
LQYHVWPHQWLQGLYLGXDO UHVRXUFHIXOQHVV UDWKHU WKDQ GHSHQGHQFH RQ H[WHUQDO UHVRXUFHV
3HUKDSVWKHSDUWLFLSDQWVZRXOGFRQVLGHULWDVWLJPDZRUWKHYDGLQJ%XWDVVKRZQLQWKHHDUOLHU
FDWHJRU\ RI GLVFRXUVHV WKH FOLHQWV· FKRLFH WR HQJDJH LQ WKHVH HPSOR\DELOLW\ HQKDQFLQJ
SURJUDPPHV LVD VXIILFLHQWGHPRQVWUDWLRQRI WKHLUHPSOR\DELOLW\´DVSLUDWLRQ VHOILQYHVWPHQWµ
,Q FKRRVLQJ WR HQJDJH ZLWK DVSLUDWLRQDO RUJDQLVDWLRQV OLNH WKHVH WKH FOLHQWV DVVXPH WKH
SRZHU WR IHQG RII OLNHO\ VWLJPDWLVDWLRQ UHJDUGLQJ VXVWDLQHG GHSHQGHQFH $V VXFK ZHOIDUH
SURYLVLRQLVFRQVWUXFWHGGLIIHUHQWO\DVDQDVVXPHGDQGYDOLGDWHGSDUWRI,36%XWDJDLQWKHVH
VRFLDO ´WKUHDWV DUH RQO\ PDQDJHDEOH EHFDXVH RI WKH FOLHQWV· UHODWLRQVKLS ZLWK WKH VRFLDO

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HQWHUSULVHV ZKLFK VLJQLILHV HPSOR\DELOLW\HQKDQFLQJ EHKDYLRXU DQG XOWLPDWHO\ QHROLEHUDO
FLWL]HQVKLS 7KHFOLHQWVDUH WKXVREOLJDWHGWRPDLQWDLQ WKH UHODWLRQVKLSSDUWLFXODUO\ LQ OLJKWRI
KRZ WKRVH ZKR DUH QRW DFWLQJ ZLWKLQ WKLV SDWHUQDOLVWLF GLPHQVLRQ RI QHROLEHUDOLVP ZRXOG
GLVUHJDUGWKHGHSHQGHQWFOLHQW
$QG WKH ZRUN SURYLGHUV JHQHUDOO\ QRW QDPLQJ QDPHV KHUH , DP EHLQJ UHFRUGHG
JHQHUDOO\LGHQWLILHGWKDWWKH\FDQJHWDJUHDWHUUHWXUQE\JHWWLQJDPD[LPXPQXPEHU
LQVRPD[LPLVHHQJDJHPHQWXQLWVDQGWKHQZRUNZLWKWKHSHRSOHZKRDUHHDVLHVWWR
JHWLQWRZRUNWRJHWWKHZRUNSD\PHQWDQGWKHVXVWDLQDEOHZRUNSD\PHQW7KH\ILQG
WKDWDPRUHHIIHFWLYHPRGHO WKDQ WU\LQJ WR VXSSRUWHYHU\RQHDQG ILQGLQJ WKDW WKH\
DUHQRWDEOH³LQWKHLUWLPH³WKH\DUHQRWDEOHWRJHWUHVXOWVWKHLUZD\ZLWKSHRSOHZLWK
PHQWDO KHDOWK SUREOHPV 6R WKH\ LJQRUH WKHP 7KH\ SDUN WKHP >«@6R \HV DJDLQ
>WKHUHLVD@GLUHFWQHHGIRUFKDULWLHVOLNHXVWRVWHSLQWRWKLVUROH$GULDQ
:LWKLQ WKH GRPLQDQW GLVFRXUVH RI QHROLEHUDOLVP LW LV SDUWLFXODUO\ HDV\ WR PDNH ELQDU\
GLVWLQFWLRQV EHWZHHQ ZKR LV SRRU DQG GHVHUYLQJ RU MXVW SRRU +RZHYHU WKHVH FOLHQWV
SUREOHPDWLVHWKHGRPLQDQWGLVFXUVLYHSUDFWLFHZKLFKDVVXPHVWKDWHQJDJLQJLQHPSOR\PHQW
VXSSRUW ZLOO RSWLPLVH DQ DYDLODEOH FDSDFLW\ IRU HPSOR\DELOLW\ IRU LQHYLWDEO\ SRVLWLYH UHVXOWV
6RPHKRZDVSLUDWLRQDOVHOILQYHVWPHQWFDQIDLOWRWULJJHUGHVLUHGFKDQJHV7KHUHLVDGLVFXUVLYH
JDS DQG WKHVH LQGLYLGXDOV DUH ´SDUNHGµ LQ LW +RZHYHU WKLV JDS LV ILOOHG DQG GLVFXUVLYH
GLVVRQDQFH LV UHVROYHG E\ WKH SDUWLFLSDQWV 7KH\ LQVWHDG KLJKOLJKW WKHLU RZQ SLYRWDO UROH LQ
HQKDQFLQJ WKH HPSOR\DELOLW\ RI RWKHUV DQG EHFRPH WKH DQVZHU WR WKH VRFLDO SUREOHP E\
ILOOLQJ WKH JDSV WKHPVHOYHV 7KHVH FOLHQWV ZKR DUH VHHPLQJO\ XQDEOH WR GHPRQVWUDWH
FLWL]HQVKLSGHVSLWHWKHLUHIIRUWVDUHSRVLWLRQHGDVKRSHOHVVO\YXOQHUDEOH%XWWKH\DUHFDSDEOH
RI UHGHPSWLRQ RQO\ WKURXJK WKH ZRUN RI WKH SDUWLFLSDQWV ZKR DUH SRVLWLRQHG DV KLJKO\
VHQVLWLYHDQGFRPSDVVLRQDWH7KLVLVUHPLQLVFHQWRISDWHUQDOLVWLFELEOLFDOQRWLRQVVXFKDV-HVXV
EHLQJWKHRQO\ZD\WRWKH)DWKHU
2YHUDOO LW DSSHDUV DV LI WKHUH LV D ELQDU\ UHDOLW\ PDLQWDLQHG RQH LV HLWKHU HPSOR\DEOH
WKHPVHOYHVRUFRYHUHGE\WKHHPSOR\DELOLW\RIVRPHRQHHOVH$QGWKDWFRYHULQJFDQRQO\EH
PDLQWDLQHG LI WKH FOLHQW PDLQWDLQV KLV GHSHQGHQW SRVLWLRQ 3DUDGR[LFDOO\ SHUKDSV WKLV LV

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SHUPLWWHGWKURXJKWKHDFWLRQRIDQHROLEHUDOWKRXJKSDWHUQDOLVWLFGLVFRXUVH(PSOR\DELOLW\LV
DOORZHGWRRULJLQDWHH[WHUQDOO\WRWKHLQGLYLGXDODQGUHPDLQVH[WHUQDOLVHGDVORQJDVWKHFOLHQW
UHPDLQVZLWKLQ WKH FRQILQHV RI WKH SDVWRUDO UHODWLRQVKLS ,PSRUWDQWO\ WKH LPPRUDO DQG WKXV
XQHPSOR\DEOH RUYLFHYHUVDFOLHQWPXVW VWD\FORVH WR DSKLODQWKURSLFPRUDOO\ UHVSRQVLEOH
SURYLGHU WKXV SRVLWLRQLQJ ERWK VXEMHFWV WR HQVXUH WKH FOLHQW·V VRFLDO FRQWURO ZKLOH WKHLU
PRUDOLW\HPSOR\DELOLW\UHPDLQVXQFHUWDLQ
& $6RFLDO&DSLWDO'LVFRXUVHRI´6RFLDO(VWHHPµ
7KHUH ZDV D FRQVLVWHQW HPSKDVLV WKURXJKRXW WKH DFFRXQWV RQ IOH[LELOLW\ FKRLFH DQG
LQIRUPDOLW\ LQ UHJDUGV WR WKH FOLHQWSDUWLFLSDQW UHODWLRQVKLSV 7KHVH GLPHQVLRQV RI WKH
SDWHUQDOLVWLF UHODWLRQVKLS ZHUH FRQVLVWHQWO\ FHOHEUDWHG DV NH\ IDFWRUV WKDW HQVXUH WKH
SDUWLFLSDQWV·PHDQLQJIXOHQJDJHPHQWZLWKFOLHQWV,PSRUWDQWO\WKHSDUWLFLSDQWVLGHQWLILHGWKLV
HPSKDVLV DV GLVWLQJXLVKLQJ WKHLU VHUYLFH IURP WKDW RI WKH -RE &HQWUH $V WKH\ VSRNH LQ WKLV
PDQQHU WKH\ VHHPLQJO\ HPSOR\HGZKDW LV LGHQWLILHG KHUH DV D VRFLDO FDSLWDO GLVFRXUVH RI
VRFLDOHVWHHP%HORZLVDGHVFULSWLRQRISURFHVVHVWKDWOHDGWRVRFLDOHVWHHP
´7R EHFRPH LQWHJUDWHG HIIHFWLYH FRPSHWHQWPHPEHUV RI 8. VRFLHW\ LQYROYHV WKH
SURFHVV RI DVVLPLODWLQJ LQWR VRFLDO QHWZRUNV GHYHORSLQJ FXOWXUDO XQGHUVWDQGLQJ DQG
NQRZLQJWKHUXOHVRIVRFLDOHQJDJHPHQW2IWHQ LW LVWKURXJKLQIRUPDODQGQRQIRUPDO
OHDUQLQJRSSRUWXQLWLHVWKDWWKHVHLPSOLFLWUXOHVQRUPVDQGWDFLWNQRZOHGJHDUHSLFNHG
XSDQGGHYHORSHG0RUULFHµ
7KLV GLVFRXUVH LV XVHG WR GHPRQVWUDWH WKDW DQ LQIRUPDO OHDUQLQJ HQYLURQPHQW LV WKH PRVW
DSSURSULDWH IRU WKH YLWDO SURFHVV RI VRFLDOLVDWLRQ DQG ´VRFLDOHVWHHPµ WKDW DUH FRPPRQO\
UHTXLUHGLQWKHZRUNSODFHDQGWKHFRPPXQLW\)RUPDOL]HGDSSURDFKHVWRGHYHORSLQJVNLOOVRU
HQJDJLQJVXFKDV-RE&HQWUHLQWHUYLHZVRUFOLQLFDOWKHUDS\VHVVLRQVDUHUHQGHUHGLQHIIHFWLYH
LQ HQKDQFLQJ HPSOR\DELOLW\ +RZHYHU LW LV QRW WKH SK\VLFDO HQYLURQPHQW DV LQ WKH ILUVW
FDWHJRU\ WKDW LV RI VLJQLILFDQFH KHUH ,W LV WKH VRFLDO SURFHVVHV WKDW FKDUDFWHULVH LQIRUPDO
OHDUQLQJVSDFHV:LWKLQWKHP´RUGLQDU\µSHRSOHHVWDEOLVKFRPPXQLW\RUJURXSPHPEHUVKLSV
WKURXJK´RUGLQDU\µLQIRUPDOPHDQVYLDUHODWLRQDOSURFHVVHVRIVRFLDOLVDWLRQPRGHOOLQJ

  
%XWZLWKDOORIRXUFDQGLGDWHVWKH\GRQ·WHYHQIHHOFRQILGHQWDERXWFRPLQJLQWRRXU
GRRUVWREHJLQZLWK6RZHDFWXDOO\QHHGWKHPWRVRUWRI«VRRIIHULQJWKLQJVOLNHGRLQJ
WKH IRRWEDOO DQG GRLQJ RWKHU VSRUWV DQG WKH WUDSH]H DQG WKH GUDPD LV D ZD\ RI
HQJDJLQJZLWKWKHPDQGQRWDFWXDOO\SXWWLQJHPSOR\PHQWVWUDLJKWDZD\WRWKHPEXW
DFWXDOO\DERXWVD\LQJ´/LVWHQWU\LWDQGVHHKRZ\RXIHHOµJHWWKDWUHODWLRQVKLSJRLQJ
>«@ 6R LW·V DERXW VWDUWLQJ WR EXLOG D UHODWLRQVKLS VR WKDW HYHQWXDOO\ WKH\ IHHO EHWWHU
DERXW WKHPVHOYHV DQG IHHO WKDW WKH\ FDQ DFWXDOO\ WDNH RQ SHRSOH«DQG WDNH
RQ«EHFDXVHLW·VTXLWHDYHU\«LW·VDYHU\KDUGMRXUQH\IRUDQ\RQHZKR·VQRWZRUNHG
IRUDQXPEHURI\HDUVWRVXGGHQO\IHHOOLNHWKH\FDQJHWDMREDJDLQ5LFKDUG
(PSOR\DELOLW\ZDVWKXVFRQVWUXFWHGDVDSURGXFWRIVRFLDOLVDWLRQWRWKHVXUURXQGLQJVRFLHW\WR
SHRSOH ,W LV FORVHO\ OLQNHG ZLWK VHOIHVWHHP DQG VHOIFRQILGHQFH  %XW WKLV LV GLVWLQFW IURP D
SUHYLRXVO\ LGHQWLILHG XQGHUVWDQGLQJ RI HPSOR\DELOLW\ DV ´VHOIHIILFDF\µ ZKLFK ZDV PRUH
LQGLFDWLYHRIDVSLUDWLRQDOPRWLYDWLRQDQGRIVHOIPDQDJHPHQW$UJXDEO\ LWZDVDIXQFWLRQRI
KXPDQFDSLWDOUDWKHUWKDQVRFLDOFDSLWDOZKLFKLWLVKHUH
,WDSSHDUVWKDWWKHVHFOLHQWVSUREOHPDWLVHDVVXPSWLRQVRIKXPDQFDSLWDODQGRIFRQVHTXHQW
VHOILQYHVWPHQW7KHQHROLEHUDOH[SHFWDWLRQWKDWWKHLQGLYLGXDOLVRULHQWHGWRZDUGVHVWHHPLQJ
WKHLU ´VHOIµ LV QRW HYLGHQFHG LQ WKH FOLHQWV· EHKDYLRXUV ZKLFK DUH LQVWHDG VHOIOLPLWLQJ
3URFHVVHVWKDWHQVXUHWKHH[WHUQDORUVRFLDO´HVWHHPLQJµRIWKHFOLHQW·VVHOIDUHWKXVUHTXLUHG
,Q WKLV PDQQHU HPSOR\DELOLW\ LV FRQVWUXFWHG DV D PHDVXUH RI ´HVWHHPDELOLW\µ ZKLFK LV
DFKLHYHG WKURXJK ´HVWHHPLQJµ SURFHVVHV RI VRFLDOLVDWLRQ WR WKHFRPPXQLW\ 7KLVJHQHUDWHV
VRFLDO FDSLWDO ZKLFK LV FRQVWUXFWHG WR LQGLFDWH HPSOR\DELOLW\ DQG LW LV DFKLHYHG WKURXJK
FRPPXQLW\ SDUWLFLSDWLRQPHPEHUVKLS ZKLFK LV LWVHOI UHSUHVHQWDWLYH RI WKHLU HIIHFWLYH
VRFLDOLVDWLRQ
7KHSDUWLFLSDQWVUHSRUWHGO\HQFRXUDJHGFOLHQWVWRHQJDJHLQRSSRUWXQLWLHVIRUVRFLDOLVDWLRQE\
SOD\LQJ IRRWEDOO YLVLWLQJ %XFNLQJKDP 3DODFH JRLQJ WR IUHH VRFLDO HYHQWV WDONLQJ ZLWK
VWUDQJHUV WDNLQJ WKHLU SLFWXUHV RU PHUHO\ KDYLQJ D FKDW ZLWK HPSOR\PHQW DGYLVRUV 7KH
SDUWLFLSDQWV FRQVWUXFWHG WKH REMHFWLYH RI WKHVH RWKHURULHQWHG DQG HVWHHPLQJ DFWLYLWLHV DV
OHDUQLQJ QHZ VRFLDOO\RULHQWHG VNLOOV DQG ´WDNLQJ RQ SHRSOHµ ZLWKRXW WKH IRUPDOLW\ RI

  
VWDQGDUGLVHGSURFHVVHV +RZHYHU WKLVGRHVQRWDSSHDU WREH VRFLDO LQWHUDFWLRQ IRU LWVRZQ
VDNH ,W LV D ZD\ RI GHVXEMHFWLI\LQJ WKHVH FOLHQWV ZKRVH YXOQHUDELOLWLHV KDYH OLNHO\ EHHQ
VXEMHFWHG WR SDWKRORJLVLQJ LVRODWLQJ RU FHQVXULQJ GLVFLSOLQDU\ SRZHUV 6XFK SRZHUV DUH
VWLJPDWLVHG E\ WKH SDUWLFLSDQWV DQG FRQVLGHUHG VWLJPDWLVLQJ EHFDXVH WKH\ VRFLDOLVH
LQGLYLGXDOV WR WKH IRUPDOLW\ LQKHUHQW LQ EHLQJ LQWHUYHQHG XSRQ RU VWDQGDUGLVHG 7KH\ DUH
FRQVWUXFWHGWRFUHDWHVHOIOLPLWLQJGHSHQGHQFH,QWKLVPDQQHURIVSHDNLQJWKHSDUWLFLSDQWV
GHPRQVWUDWH UHVLVWDQFHDJDLQVW LQVWLWXWLRQDOSUDFWLFHV VXFKDV WKHSV\FKLDWU\RU-RE&HQWUH
SUDFWLFH ZKLFK DUH HIIHFWLYH LQ SDWKRORJLVLQJ LVRODWLQJ DQG FHQVXULQJ WKH LQGLYLGXDO $V
VKRZQEHORZ IRUPDO LQWHUYHQWLRQV DUH FRQVWUXFWHGDV LQKLELWLQJ WKH FOLHQWV· DOUHDG\ OLPLWHG
VHOIH[SHFWDWLRQZKLFKUHVWULFWVWKHH[WHQWWRZKLFKRQHFDQOHDUQRUGHYHORS
<RX·YHJRW ORZVHOIH[SHFWDWLRQ ORZVHOIEHFDXVHWKH\KDYHEHHQRXWRIZRUNIRUD
ORQJWLPH\RX·UHIHHOLQJGHSUHVVHG\RX·UHGHDOLQJZLWKPDQ\RWKHUFKDOOHQJHV+RZ
PXFKDUH\RXJRLQJWRJLYHWKHVHVVLRQV LI\RXGRQ·W WKLQNWKH\FDQKHOS\RX 7KH
RWKHU FKDULW\ FRPHV DORQJ DQG VD\V WR \RX WKH VHUYLFH LV WLPHXQOLPLWHG 1R
REOLJDWLRQ /HW XV NQRZ ZKHQ \RX DUH UHDG\ WR VWDUW :H ZLOO ZRUN ZLWK \RX ,I LW·V
ZRUNLQJRXWIRU\RXZHZLOOZRUNZLWK\RXDVORQJDV\RXZDQWXVWR$QGWKDWFRXOG
LQYROYHVXSSRUWLQJWKURXJKVRPHRWKHUVWHSVVXFKDVYROXQWHHULQJRUWUDLQLQJNHHSLQJ
LQ WRXFK ZLWK \RX VR ZH DUH WKHUH WR VXSSRUW \RX LQWR HPSOR\PHQWZKHQ \RX DUH
UHDG\WRWDNHWKHQH[WVWHSV<RXDUHJRLQJWRHQJDJHZLWKWKDWDQG\RXDUHJRLQJWR
JLYHLWDJR7KHUHDOLW\LVWKDWLQVHVVLRQV\RXZLOOKDYHSURJUHVVHGIDUIXUWKHUZLWKWKDW
VHFRQGVHUYLFHWKDQ\RXZLOOKDYHGRQHZLWKWKHILUVWRQHEHFDXVH\RXUH[SHFWDWLRQLV
WKDW LW·VJRLQJWREHDEOHWRDFKLHYHVRPHWKLQJIRU\RX6RFRQILGHQFHLVDEVROXWHO\
YLWDO WR RXU VHUYLFH *LYLQJ SHRSOH WKDW FRQILGHQFH (QDEOLQJ WKHP WR KDYH
FRQILGHQFHWKDWZLWKRXUVXSSRUWWKH\ZLOOEHDEOHWRDFKLHYHLWIRUWKHPVHOYHVZKLFK
LVIXQGDPHQWDOO\YLWDO$GULDQ
7KHVH SURYLGHUV QRW RQO\ HQJDJH FOLHQWV· LQ DFWLYLWLHV WKDW SRVLWLRQ WKHP DV FDSDEOH RI
FRPPXQLW\SDUWLFLSDWLRQRUPHPEHUVKLS7KH\DOVRRIIHUWKHFOLHQWVFKRLFHDQGIOH[LELOLW\LQD
PDQQHURIHVWHHPLQJWKHP+HUHWKHSDUWLFLSDQWVZKRDUHRUGLQDU\QRQH[SHUWV\HWXQLTXH

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E\ YLUWXHRIEHLQJH[HPSODU\ DUHDEOH WR UHFRJQLVH WKHFOLHQW·VSRWHQWLDO ´HVWHHPDELOLW\µ
DQGVRWKH\DUHXQLTXHO\FDSDEOHRIWUDQVPLWWLQJDQWLFLSDWRU\FRQILGHQFHLQWKHFOLHQWZKLFK
LVWKHQLQWHUQDOLVHGE\WKHFOLHQW7KLVH[WHUQDOO\PHGLDWHGDQWLFLSDWRU\FRQILGHQFHDFWVDVD
SODWIRUPXSRQZKLFKWKHFOLHQWFDQHQJDJHZLWK WKHZLGHUVRFLDOHQYLURQPHQWDQGH[SRVH
WKHPVHOYHV WR EURDGHU RSSRUWXQLWLHV IRU HVWHHPLQJ VRFLDOLVDWLRQ 7KHUHIRUH HYHQ ZKLOH WKH
FOLHQW LV HQDEOHG WRJHQHUDWH VRFLDOFDSLWDOE\HQJDJLQJ LQPXOWLSOHHVWHHPLQJ VRFLDOLVLQJ
UHODWLRQVKLSVWKHSDWHUQDOLVWLFUHODWLRQVKLSWKDWWKHFOLHQWVKDUHVZLWKWKHSDUWLFLSDQWUHPDLQV
WKHPRVWLPSRUWDQW,WLVXQLTXHO\YLWDOWRWULJJHULQJWKDWLQLWLDOJHQHUDWLRQRIVRFLDOFDSLWDO%XW
WKLV UHODWLRQVKLS LV DOVR GHSHQGHQW RQ WKH FOLHQW DQG SURYLGHU PDLQWDLQLQJ D SDUWLFXODU
SUR[LPLW\ 7KH FOLHQW LV LQ D ZD\ LQWLPDWHO\ SRVLWLRQHG WR EH VHHQ DQG WR VHH WKH ZRUOG
VSHFLILFDOO\ WKURXJK WKH SURYLGHU·V H\HV 7KH SDUWLFLSDQWV FRQWUDVW WKLV ZLWK WKH GLVWDQFHG
WKRXJKSDWHUQDOLVWLF UHODWLRQVKLSV WKH\XQGHUVWDQG WKHEOLQGHGH[SHUWSURIHVVLRQDOV WR VKDUH
ZLWKWKHFOLHQWV
7KHUH LV WKHUH LV GRFXPHQWHG HYLGHQFH WKDW WKH DYHUDJH OHYHO RI H[SHFWDWLRQV RI
FOLQLFDOZRUNHUV8K1RWDOO2EYLRXVO\<RXFDQ·WJHQHUDOL]H%XWWKHPRUHVHYHUHDQG
HQGXULQJXPGLDJQRVHVFDWHJRU\RI LOOQHVVHVWKDWWKH\ZRUNZLWKW\SLFDOO\WKH ORZHU
H[SHFWDWLRQV DUH LQ WHUPV RIZRUN DQG UHFRYHU\>«@:K\ZRXOG D SV\FKLDWULVWZKR
RQO\ HYHU VHHV SHRSOH RQ D ZDUG KDYH DQ\ LGHD RI ZKDW WKH\ DUH FDSDEOH RI
DFKLHYLQJDWZRUN7KH\RQO\HYHUVHHSHRSOHZKHQWKH\DUHUHIHUUHGWRWKHPZKLFKLV
ZKHQWKH\DUHKRVSLWDOL]HGDQGDIWHUWKH\KDYHEHHQJLYHQPHGLFDWLRQ7KDW·VZKHQ
WKH\ILUVWJHWWRVHH:KHUHDV³WRKDYHSHRSOHZKRVHHLWIURPWKHRWKHUVLGHDQGDUH
FRQVFLRXV RI WKHZRUN VLGH RIPDQDJLQJPHQWDO KHDOWK DV RSSRVHG WR WKH FOLQLFDO
DQGWKHXPLQFDUFHUDWLRQDQGWKHLQSDWLHQWDVSHFWRILW,W·VDEVROXWHO\YLWDO³LI\RX
RQO\ HYHU VHH SHRSOH DW WKHLU ZRUVW \RX ZLOO QHYHU QHYHU EH DEOH WR FRPSOLPH³
FRPSUHKHQGZKDWWKH\FRXOGSRWHQWLDOO\DFKLHYHDWWKHLUEHVW$GULDQ
7KLV UHIOHFWV D VLJQLILFDQW LPSOLFDWLRQ IRU SV\FKRORJLFDO SUDFWLFH 6XSHUILFLDOO\ SV\FKRORJLFDO
FRQVWUXFWV VXFKDV VRFLDOLVDWLRQ VRFLDO OHDUQLQJ VHOIHVWHHP VHOIFRQILGHQFHDUHFRQYHUWHG
LQWRFRQVWUXFWVWKDWSV\FKRORJLFDOSURIHVVLRQDOVGRQ·WKDYHWKHVHQVLWLYLW\WRHQJDJH$VVXFK

  
WKHSDUWLFLSDQWVVXJJHVWWKDWWKRVHSURIHVVLRQDOVWKHUHIRUHGRQRWKDYHWKHULJKWWRZRUNRQ
WKHVHWKLQJVZLWKWKHLUHPSOR\DELOLW\HQKDQFLQJFOLHQWV7KHLUDUJXPHQWLVQRWVRPXFKDQLVVXH
RIFRQWH[WDQGRSWLPLVDWLRQDVLWZDVSUHYLRXVO\EXWSHUKDSVDQLVVXHRIVXEMHFWLYLWLHVDQGRI
HFRQRPLFV 7KH H[SHUW·V EOLQGHGLQVXODWHG VXEMHFWLYLW\ GRHVQ·W DOORZ WKHP WR GHPRQVWUDWH
WKH GHJUHHV RI HQJDJHPHQW DQG HQFRXUDJHPHQW WKDW IDFLOLWDWH ´VRFLDO HVWHHPµ RU
IDYRXUDEOHVRFLDOLVDWLRQ8OWLPDWHO\WKH\GRQRWEXLOGVRFLDOFDSLWDO
7KH DFWLRQ RI WKH GLVFRXUVHV XVHG E\ SDUWLFLSDQWV DSSHDUV WR IDFLOLWDWH D VHSDUDWLRQ RI
SV\FKRORJLFDO SUDFWLFH IURP HPSOR\PHQW VXSSRUW EHFDXVH RI WKH SRWHQWLDO WKDW
SV\FKRORJ\·V GLVFLSOLQDU\ SRZHU KDV WR VWDQGDUGLVHIRUPDOLVH WKHLU SUDFWLFH DQG PDLQWDLQ
SDWHUQDOLVWLF SV\FKLDWULFOLNH DQG WKHUHIRUH VHOIOLPLWLQJ GHSHQGHQFH DPRQJ WKH FOLHQWV
&RQVHTXHQWO\ VWDWXWRU\ VWDQGDUGLVLQJ VHUYLFHV DUH FRQVWUXFWHG DV LQDSSURSULDWH IRU
HQKDQFLQJ HPSOR\DELOLW\ 7KH\ FDQQRW DFFRPPRGDWH WKH LQIRUPDOLW\ DQG WKHUHIRUH
IUHHGRP WKDW QHROLEHUDOLVP HVSRXVHV 7KH SDUWLFLSDQWV VSHDN WR VXJJHVW WKDW WKH PRVW
DSSURSULDWH LQWHUYHQWLRQV DUH WKRVH WKDW HVWHHP WKH FOLHQW ZKR LV ORZ LQ VHOIHVWHHP RU
KXPDQ FDSLWDO DV FDSDEOH RI FRPPXQLW\ PHPEHUVKLS GLIIHUHQW IURP FLWL]HQVKLS WKRXJK
VLPLODUO\ QHROLEHUDO E\ WKH IOH[LEOH LQIRUPDO PRGHV RI VRFLDO OHDUQLQJVRFLDOHVWHHP 7KH
SDUWLFLSDQWV VKRZ WKDW WKHVH RSSRUWXQLWLHV DUH RUJDQLFDOO\ DYDLODEOH LQ WKH FRPPXQLW\ EXW
WKHLU FDSDELOLW\ WR HVWHHP WKH FOLHQW DQG PHGLDWH VRFLDO FDSLWDO LV GHSHQGHQW RQ WKH
SDUWLFLSDQW WULJJHULQJ VRFLDOHVWHHP ZLWK WKHLU FDSDFLWLHV WR LQIXVHFRQIHU WKHLU FOLHQWVZLWK
DQWLFLSDWRU\ FRQILGHQFH ,W LV LQ WKLV QHROLEHUDO SDWHUQDOLVWLF PDQQHU RI PHGLDWLQJ VRFLDO
FDSLWDOWKDWWKHRUJDQLVDWLRQVEHJLQHQKDQFLQJWKHFOLHQW·VHPSOR\DELOLW\
& &RQFOXVLRQWRWKH&DWHJRU\
:LWKWKLVFDWHJRU\RIFRXQWHUGLVFRXUVHVWKHSDUWLFLSDQWVZHUHDEOHWR LQKDELWYHU\GLIIHUHQW
VXEMHFWSRVLWLRQVIURPWKHRQHVWKDWDUHDYDLODEOHWKURXJKWKHILUVWFDWHJRU\RIGLVFRXUVHV,Q
WKLVPDQQHUWKH\PDQDJHWRUHVLVWSXQLWLYHDVSHFWVRIWKHQHROLEHUDOGLVFRXUVHRIFLWL]HQVKLS
+RZHYHUQHROLEHUDOLVPSURYHVWREH LQHVFDSDEOHHYHQDVWKHSDUWLFLSDQWVWU\WRXVHWKHVH
FRXQWHUGLVFRXUVHV $UJXDEO\ WKLV LV EHFDXVH QHROLEHUDO FRQVWUXFWLRQV RI LQGLYLGXDO
UHVSRQVLELOLW\ RI PDLQWDLQLQJ WKH VWDWXV TXR DQG RI TXDVLPDUNHWLVDWLRQPDUNHWLVDWLRQ DUH

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SUHVHQWLQERWKFDWHJRULHV7KHPDLQGLVWLQJXLVKLQJIDFWRUEHWZHHQWKHWZRFDWHJRULHVLVWKH
H[WHQW WRZKLFK WKH FOLHQWV· YXOQHUDELOLW\ LV DFNQRZOHGJHG DQG FRQVWUXFWHG DV DQ LVVXH RI
FKRLFH,QWKHILUVWFDWHJRU\ZKLFKGLVDYRZVWKHFOLHQWV·YXOQHUDELOLW\DQGUHQGHUVLWDQLVVXHRI
LUUDWLRQDO FKRLFH WKH SDUWLFLSDQWV DUH SRVLWLRQHG WR UHVSRQG SXQLWLYHO\ ,Q WKH VHFRQG
FDWHJRU\ZKHUHYXOQHUDELOLW\ LVFRQVWUXFWHG WR VXJJHVWPRUDO LQDELOLW\DQGFDOOV IRUFUHDWHV
WKH ULVN RI VXEMHFWLILFDWLRQ E\ GLVFLSOLQDU\ SRZHUV WKH SDUWLFLSDQWV DUH SRVLWLRQHG WR
FRPSDVVLRQDWHO\ ´FRYHUµ LQ D UHGHPSWLYH DQG SURWHFWLYH VHQVH  :KDW LV HPSKDVLVHG LQ
WKHVH VHFRQGDU\ GLVFRXUVHV LV WKH HIIHFWV RI FRQVWUXFWLRQV RI ´KHOSOHVV LPPRUDOLW\µ DQG
´DEVHQWVHOIHVWHHPµZKLFKFRQWUDGLFWHPSOR\DELOLW\EXWLPSOLFDWHSUDFWLFHWKDWLVPRUDOLVLQJ
DQGHVWHHPLQJ7KHSXQLWLYHUHTXLUHPHQWVRIWKHSDUWLFLSDQWV·QHROLEHUDOVXEMHFWSRVLWLRQLQJ
WKXVJRLQDQGRXWRIIRFXVLQWKHWUDQVFULSWVDQDO\VHG$WWLPHVWKLVJLYHVZD\WRVRPHWKLQJ
WKDWIHHOVHPSRZHULQJDQGFKDOOHQJLQJRIWKHVWDWXVTXR
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& 5HPLQGHURIDQDO\WLFUHVXOWV
7KHSDUWLFLSDQWV·ODQJXDJHZDVGHFRQVWUXFWHGWRVKRZWKDWWKH\GUHZRQDPHWDGLVFRXUVH
RIQHROLEHUDOLVP WRFRQVWUXFWHPSOR\DELOLW\ 7KH\DSSHDUHG WRFRQVWUXFW WKH´HPSOR\DEOHµ
LQGLYLGXDO DV D ´QHROLEHUDO FLWL]HQµ ZKR LV REOLJHG WR DVSLUH IRU ZRUN 7KLV LQGLYLGXDO ZDV
WKHUHIRUHFRQVWUXFWHGWRLQWHUQDOO\SRVVHVVVHHPLQJO\KXPDQLVWLFDQGHYROXWLRQDU\PRWLYDWLRQ
IRUVHOIDFWXDOLVDWLRQ LQ WKHIRUPRIZRUN7KLVFRQVWUXFWLRQSUHVXPHVWKDWWKH LQGLYLGXDOXVHV
HFRQRPLF UDWLRQDOLW\ WR DFKLHYH HFRQRPLF SURGXFWLYLW\ ZKLFK LV WKH JRDO RI WKHLU LQWULQVLF
PRWLYDWLRQV $FFRUGLQJ WR 3DOPHU  WKH WHUP HFRQRPLF UDWLRQDOLW\ EURDGO\ UHIHUV
´FRQFHSWLRQV RI UDWLRQDOLW\ XVHG LQ HFRQRPLF WKHRU\µ +RZHYHU RI UHOHYDQFH WR WKLV
SDUWLFXODU UHVHDUFK VWXG\ LV WKH QHRFODVVLFDO FRQFHSWLRQRI HFRQRPLF UDWLRQDOLW\ 7KLV WDNHV
´UDWLRQDOLW\ WR FRQVLVW SULPDULO\ RI WKH PD[LPLVDWLRQ RI VXEMHFWLYH XWLOLW\³WKDW LV WKH
PD[LPLVDWLRQRIRQH·VRZQSHUVRQDOGHVLUHVQSµ
+RZHYHU WKHVH FOLHQWV· ORQJWHUP XQHPSOR\PHQW SUREOHPDWLVHG WKLV GRPLQDQWO\ XVHG
FRQVWUXFWLRQ RI HPSOR\DELOLW\ 7KH DVVXPSWLRQV GHVFULEHG DERYH VXJJHVW WKDW HQJDJLQJ LQ
HPSOR\PHQW HQKDQFLQJ SURJUDPPHV ZLOO HIILFLHQWO\ RSWLPLVH DQ LQGLYLGXDO·V DYDLODEOH EXW
ODWHQW FDSDFLW\ IRU HPSOR\DELOLW\ +RZHYHU WKHVH FOLHQWV VKRZHG WKDW DVSLUDWLRQDO VHOI
LQYHVWPHQWHJLQWKHIRUPRIHQJDJHPHQWLQHPSOR\DELOLW\SURJUDPPHVFDQIDLOWRWULJJHU
GHVLUHG FKDQJHV LQ UHJDUGV WR HPSOR\PHQWHPSOR\DELOLW\ RXWFRPHV 7KHVH LQGLYLGXDOV
H[SRVHDGLVFXUVLYHJDSDQGDUHDWULVNRIEHLQJ´SDUNHGµLQLWLHVRFLDOO\H[FOXGHGWKURXJK
WKH DFWLRQ RI GRPLQDQW HPSOR\PHQW HQKDQFLQJ SUDFWLFHV WKDW IRU H[DPSOH ZRUN RQ D
SD\PHQWE\UHVXOWVEDVLV<HWZLWKWKHVRFLDODJHQGDIRUIXOOQDWLRQDOHPSOR\PHQWDQGVRFLDO
LQFOXVLRQWKHVHFOLHQWVFDQQRWEHOHIW LQWKRVHJDSV$VVXFKVRFLDOHQWUHSUHQHXUV OLNHWKRVH
LQWHUYLHZHG IRU WKLV VWXG\ DUH FRPPLVVLRQHG WR ORFDWH WKHPVHOYHV LQ WKRVH JDSV DQG LQ
SUR[LPLW\ZLWKWKRVHDWULVNFOLHQWV.HWWO
7KHVH SDUWLFLSDQWV DSSHDUHG WR UHVLVW WKH SXQLWLYH GLPHQVLRQV RI QHROLEHUDO FLWL]HQVKLS·V
GLVFXUVLYHFRQVWUXFWLRQRI HPSOR\DELOLW\ ,QVWHDG WKH\ GUHZRQ WKHGLVFRXUVHV RI QHROLEHUDO
SDWHUQDOLVPWRDFFRPPRGDWHIRUWKHZD\VLQZKLFKWKHFOLHQWVSUREOHPDWLVHGDVVXPSWLRQVRI

  
FLWL]HQVKLS 7KH SDUWLFLSDQWV XVHG QHROLEHUDO SDWHUQDOLVWLF GLVFRXUVHV WR FRQVWUXFW WKHLU RZQ
VRFLDO YDOXH RU LQWULQVLF FDSDFLWLHV ZKLFK UHIOHFW WKHLU RZQ HPSOR\DELOLW\ DV FDSDEOH RI
HQVXULQJ WKHLU FOLHQWV· HYHQWXDO HPSOR\DELOLW\ ,Q VR GRLQJ WKH\ ZHUH VKRZQ WR WDNH
UHVSRQVLELOLW\ IRU WKHLU FOLHQWV· HPSOR\DELOLW\ ZKLOH REOLJDWLQJ WKH FOLHQWV· XQLTXH WKRXJK
VRFLDOO\HVWHHPLQJGHSHQGHQFHRQWKHP3DUDGR[LFDOO\SHUKDSVWKLVSDUWLFXODUYDULDWLRQRI
GHSHQGHQFHLVSHUPLWWHGZLWKLQWKHQHROLEHUDOIUDPHZRUNEXWRQO\WKURXJKWKHDFWLRQRIWKH
PRUHQXDQFHGQHROLEHUDOSDWHUQDOLVWLFGLVFRXUVH
'XULQJ WKH DQDO\VLV SURFHVV RI WKLV UHVHDUFK LW ZDV FRQVLGHUHG PHDQLQJIXO WR GLYLGH WKH
GLVFRXUVHV LGHQWLILHG LQWR  FDWHJRULHVDFFRUGLQJ WR KRZHPSOR\DELOLW\ZDVFRQVWUXFWHG WR
H[LVW RU GHYHORS 7KH ILUVW FDWHJRU\RI GLVFRXUVHV FRQVWUXFWHGHPSOR\DELOLW\ DVDQDVVXPHG
LQWHUQDO VWDWH WKDW LQWHUDFWV ZLWK HQYLURQPHQWDO VWLPXOXV RU RSSRUWXQLWLHV IRU YDULRXV
HPSOR\PHQW RXWFRPHV $FFRUGLQJ WR WKHVHFRQVWUXFWLRQV HPSOR\DELOLW\ FDQEHRSWLPLVHG
ZLWKLQSDUWLFXODUFRQWH[WV7KHVHFRQGFDWHJRU\RIGLVFRXUVHV ORFDWHGHPSOR\DELOLW\RXWVLGH
RIWKHLQGLYLGXDODQGFRQVWUXFWHGLWDVDIXQFWLRQRIWKHSDWHUQDOLVWLF VRFLDOLVLQJ\HWREOLJLQJ
UHODWLRQVKLSV WKDW WKH SDUWLFLSDQWV VKDUHG ZLWK WKHLU FOLHQWV :KLOH WKH ILUVW FDWHJRU\ RI
GLVFRXUVHVHPSKDVLVHVWKHUROHRIFRQWH[W LQHQKDQFLQJHPSOR\DELOLW\WKHVHFRQGGLVFRXUVH
HPSKDVLVHVWKHUROHRIWKHSDUWLFLSDQWVRFLDOHQWUHSUHQHXULQDFKLHYLQJWKHVDPHJRDOZLWKLQ
WKHLUFOLHQWV7KHGLVFRXUVHVZHUHWKXVGLYLGHGLQWKHIROORZLQJPDQQHU
&DWHJRU\$,QWHUQDOLVHG2SWLPLVDEOH(PSOR\DELOLW\
 $1HR/LEHUDO'LVFRXUVHRI&LWL]HQVKLS
 $Q+XPDQLVWLF(FRQRPLF'LVFRXUVHRI+XPDQ5HVRXUFHIXOQHVV
 $Q(YROXWLRQDU\'LVFRXUVHRI$GDSWDELOLW\
&DWHJRU\%([WHUQDOLVHG´6RFLDOLVHDEOHµ(PSOR\DELOLW\
 $6RFLDO&DSLWDO'LVFRXUVHRI6RFLDO(VWHHP
 $3DWHUQDOLVWLF'LVFRXUVHRI3KLODQWKURS\

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:LWKWKHVHUHVXOWVHVWDEOLVKHGWKHGLVFXVVLRQZLOOQRZGHPRQVWUDWHWKHLUUHOHYDQFHWRWKHDLPV
RIWKHUHVHDUFKVWXG\ZKLFKZHUHWRGRWKHIROORZLQJ
 ,OOXVWUDWHKRZGLVFRXUVHZRUNVWRFRQILJXUHWKLVDSSDUHQWLQFRPSDWLELOLW\EHWZHHQSV\
SUDFWLFHDQGHPSOR\DELOLW\HQKDQFLQJWKLUGVHFWRUVHWWLQJVPDLQO\VRFLDOHQWHUSULVHV
LQVSLWHRIWKHGRPLQDQWLQWHUQDOLVLQJSV\FKRORJLVLQJFRQVWUXFWLRQVRIHPSOR\DELOLW\
 ([SORUH WKH LPSOLFDWLRQV RI WKH DERYH IRU SV\SUDFWLFH DQG VRFLDO MXVWLFH LQ VRFLDO
HQWUHSUHQHXULDO VHWWLQJVDQG LQ VRGRLQJHQFRXUDJH UHIOHFWLRQZLWKLQ WKH FRXQVHOOLQJ
SV\FKRORJ\GLVFLSOLQH
+RZHYHUWKHGLVFXVVLRQZLOOILUVWDUJXHWKDWWKHVRFLDOHQWUHSUHQHXULDOSUDFWLFHVDQGWKHZD\V
LQ ZKLFK WKH\ DUH GHVFULEHG DUH YHU\ PXFK LVVXHV RI SRZHU $V WKH SDUWLFLSDQWV PRYHG
EHWZHHQ WKH WZR FDWHJRULHV RI GLVFRXUVH WKH\ ZHUH HLWKHU LQ D VWDWH RI UHVLVWDQFH RU
REOLJDWLRQLQUHODWLRQWRWKHQHROLEHUDOGLVFRXUVHRIFLWL]HQVKLS7KHDQDO\WLFDOILQGLQJVRIWKLV
UHVHDUFKDUHQRWDEOHIRUZKDWWKH\VXJJHVWRIWKHVXEMHFWSRVLWLRQLQJVXEMHFWLYLWLHVDQGWKH
SRWHQWLDO SRZHU UHODWLRQV WKDW DUH DYDLODEOH WR VRFLDO HQWUHSUHQHXUV 7KHVH SDUWLFLSDQWV·
PRYHPHQWV EHWZHHQ WKH WZR FDWHJRULHV GHVFULEHG DERYH FRXOG EH XQGHUVWRRG DV WKHLU
DWWHPSWVWRQHJRWLDWHDQGPDQDJHWKHREOLJLQJDQGDVSLUDWLRQDOWHQVLRQVRIWKHLUQHROLEHUDO
VXEMHFWSRVLWLRQLQJWKDWRIDSRWHQWLDOO\SXQLWLYHJDWHNHHSHUSURWHFWRURIQHROLEHUDOVRFLHW\
LQUHODWLRQWRWKHLUFOLHQW·VGHSHQGHQWVXEMHFWSRVLWLRQLQJV
7KHILUVWFDWHJRU\RIGLVFRXUVHUHQRXQFHVWKHFOLHQWV·YXOQHUDELOLWLHVDQGUHQGHUVWKHPDVLVVXHV
RI LUUDWLRQDO FKRLFH $V VXFK WKH SDUWLFLSDQWV ZHUH SRVLWLRQHG WR SXQLWLYHO\ UHLQIRUFH WKH
YDOXHV RI DVSLUDWLRQDO FLWL]HQVKLS LQ FOLHQWV ZKR GLG QRW HQJDJH DSSURSULDWHO\ %XW WKH
SDUWLFLSDQWV LQ OLJKW RI WKHLU VRFLDO PLVVLRQ DSSHDUHG WR UHVLVW WKLV SRVLWLRQLQJ E\ XVLQJ WKH
GLVFRXUVHLQWKHVHFRQGFDWHJRU\7KHVHFRQGFDWHJRU\RIGLVFRXUVHVFRQVWUXFWHGWKHFOLHQWV·
YXOQHUDELOLW\XQIDYRXUDEO\WRVXJJHVWWKDWWKH\UHTXLUHGVXSSRUWEHFDXVHRIPRUDOLQDELOLW\RU
D ODFNRI´HVWHHPDELOLW\µZKLFK WKHSDUWLFLSDQWVFRXOGXQLTXHO\ UHPHG\ ,WDSSHDUHG WKDW
ZLWKLQ WKHVH GLVFRXUVHV WKH SDUWLFLSDQWV ZHUH DEOH WR SRVLWLRQ WKHPVHOYHV LQ QHROLEHUDOO\
SDWHUQDOLVWLFDQGHVWHHPLQJZD\VZKLFKDIILUPHGWKHLUUHGHPSWLYHDQGSURWHFWLYHDELOLWLHVWR

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FRPSDVVLRQDWHO\ ´FRYHUµ WKHLU FOLHQWV· LQLWLDO XQHPSOR\DELOLW\ ,W LV VLJQLILFDQW WKDW LQ XVLQJ
WKHVHGLVFRXUVHV WKHSDUWLFLSDQWV LQWHJUDWHGWKHLURZQHPSOR\DELOLW\PRUDOLW\HVWHHPDELOLW\
ZLWKWKDWRIWKHLUFOLHQWVDVWKH\FRQVWUXFWHGWKHLUFOLHQWV·HPSOR\DELOLW\WRRULJLQDWHH[WHUQDOO\
,QVRGRLQJWKH\DSSHDUHGWRDSSHDVHQHROLEHUDOLVPDQGZHUHQRWUHTXLUHGWRUHVSRQGWR
WKHFOLHQWV·YXOQHUDELOLW\DVSXQLWLYHO\
& 3RLQWVRI'LVFXVVLRQ
:LWKWKHVHUHVXOWVLQPLQGWKLVGLVFXVVLRQZLOOH[SORUHWKHUHODWHGGLVFXUVLYHDFWLYLW\IXUWKHUZLWK
FRQVLGHUDWLRQRI)RXFDXOGLDQDQGH[WUDGLVFXUVLYHWKHRU\VXFKDVWKRVHRI/DFDQDQGV\VWHPV
SV\FKRG\QDPLFV ,W ZLOO GR VR ZLWK WKH XQGHUVWDQGLQJ WKDW LW LV QHFHVVDU\ WR H[SOLFDWH WKH
SRZHU UHODWLRQVDQGVRFLRSROLWLFDOSRVLWLRQLQJWKDWFKDUDFWHULVH VRFLDOHQWUHSUHQHXUVKLS   LQ
RUGHU WR XQGHUVWDQG KRZ WKH\ FRXOG LQWHUDFW ZLWK SV\FKRORJLFDO SUDFWLFH RU KRZ WKH\
PDLQWDLQ WKH DSSDUHQW LQFRPSDWLELOLW\ 7KHVH DUJXPHQWV ZLOO WKHQ EH WDNHQ WRJHWKHU WR
H[SORUH WKH LPSOLFDWLRQV IRU VRFLDO MXVWLFHDQG IRU WKH LQWHJUDWLRQRI SV\FKRORJLFDO SUDFWLFH
LQWRVRFLDOHQWUHSUHQHXULDOVHWWLQJV
7KHUH ZHUH PXOWLSOH LQVWDQFHV ZKHUH WKH SDUWLFLSDQWV VKRZHG WKDW SV\SUDFWLFH ZDV QRW
DSSURSULDWH IRU HPSOR\DELOLW\ HQKDQFHPHQW REMHFWLYHV 7KH\ VXJJHVWHG WKDW SV\
SUDFWLWLRQHUV DUH OLPLWHG LQ WKHLU DELOLW\ WR ZRUN ZLWK WKHVH FOLHQWV LQ D ZD\ WKDW GRHV WKH
IROORZLQJ DQWLFLSDWHVRSWLPLVHV KXPDQLVWLF SRWHQWLDO VWLPXODWHV PHDQLQJIXO HYROXWLRQ
HPSDWKHWLFDOO\ HVWHHPV DQGFRQIHUVJHQHUDWHV VRFLDO FDSLWDO <HW LQ WKHLU FRQVWUXFWLRQVRI
HPSOR\DELOLW\WKH\VKRZHGWKDWWKHVHSURFHVVHVZHUHYLWDOWRHQKDQFLQJHPSOR\DELOLW\7KH
GLVFXVVLRQZLOOWKHUHIRUHIRFXVRQKRZWKHVRFLDOHQWHUSULVHVSRVLWLRQHGWKHPVHOYHVLQUHODWLRQ
WRSV\FKRORJLFDOSUDFWLFH,WZLOODSSO\DQXQGHUVWDQGLQJRI)RXFDXOW·VFRQFHSWXDOLVDWLRQVRI
SRZHU DQG GLVFRXUVH WR H[SOLFDWH WKH XWLOLW\ RI VSHDNLQJ LQ WKLV ZD\ ,W ZLOO DVN KRZ WKLV
LQFRPSDWLELOLW\ LV PDLQWDLQHG WKURXJK WKH ZRUN RI GLVFRXUVH DQG ZKHWKHU WKH SDUWLFLSDQWV·
FRQVWUXFWLRQ RI SV\GLVFLSOLQHV LV WR HQVXUH SDUWLFXODU SRZHU UHODWLRQV ,Q VR GRLQJ WKH
GLVFXVVLRQDLPVWRH[SORUHWKHDSSDUHQWLQFRPSDWLELOLW\WKDWDSSHDUVWRH[LVWEHWZHHQVRFLDO
HQWUHSUHQHXUVKLS DQG SV\SUDFWLFH %H\RQG WKDW WKH GLVFXVVLRQ DLPV WR GHPRQVWUDWH KRZ
QHROLEHUDOLVPQHFHVVLWDWHVZKDWLVVHHQLQGLVFXUVLYHDQGH[WUDGLVFXUVLYHZD\V,QVRGRLQJLW

  
ZLOOFRQVLGHU%RQGL·VILQGLQJWKDWQHROLEHUDOLVPFDQIDFLOLWDWHDFWLYLVWSRWHQWLDOVLQVSLWH
RIWKHVXERUGLQDWLRQWKDWLWHQWDLOV8OWLPDWHO\WKHGLVFXVVLRQVHHNVWRH[SORUHWKHLPSOLFDWLRQV
IRU VRFLDO MXVWLFH DQG WKH LQWHJUDWLRQ RI SV\FKRORJLFDO SUDFWLFH LQWR VRFLDO HQWUHSUHQHXULDO
VHWWLQJV
7KH GLVFXVVLRQ WKHUHIRUHZRUNV WRZDUG WKH DLPV RI WKH UHVHDUFK VWXG\ E\ IRFXVLQJ RQ WKH
IROORZLQJSRLQWVRIGLVFXVVLRQ
, 7KH GLVFXUVLYH PHFKDQLVPV E\ ZKLFK SV\FKRORJLFDO SUDFWLFH LV UHQGHUHG
LQDSSURSULDWH IRU HPSOR\DELOLW\ HQKDQFHPHQW LQ VSLWH RI SV\FKRORJLFDO KXPDQLVWLF
DQGHYROXWLRQDU\FRQVWUXFWLRQVRIPRWLYDWLRQLQUHODWLRQWRHPSOR\DELOLW\
,, 7KH ZD\V LQ ZKLFK SV\GLVFLSOLQHV· SRWHQWLDO IRU GLVFLSOLQLQJ LQWHUDFWV ZLWK WKH QHR
OLEHUDO VRFLDO DJHQGDV WR PHGLDWH WKH ´VRFLDO H[FOXVLRQµ RI SV\GLVFLSOLQHV WKDW LV
GHPRQVWUDWHGLQWKHSDUWLFLSDQWV·ODQJXDJH
,,, 1HROLEHUDOLVP·V UHOLDQFH RQ VRFLDO H[FOXVLRQ DQG WKHZD\V LQ ZKLFK LWV H[FOXVLRQDU\
SURFHVVHVLPSOLFDWHVRFLDOHQWUHSUHQHXUVKLS
,9 7KH LPSOLFDWLRQV IRU SUDFWLFH UHJDUGLQJ VRFLDO MXVWLFH DQG WKH LQWHJUDWLRQ RI VRFLDO
HQWUHSUHQHXUVKLSZLWKSV\FKRORJLFDOSUDFWLFH

& 'LVFXUVLYH,QWHJUDWLRQVDQG3UDFWLFDO,PSOLFDWLRQVIRU3UDFWLFH
7KHSDUWLFLSDQWVGUHZRQSV\FKRORJLFDOGLVFRXUVHVRIKXPDQLVPDQGHYROXWLRQ WRFRQVWUXFW
WKHLU FOLHQWVKXPDQV DV LQWULQVLFDOO\ PRWLYDWHG WRZDUGV SDUWLFXODU EHKDYLRXUV FRQGXFLYH WR
HPSOR\PHQW +RZHYHU WKH H[FOXVLRQ RI SV\SUDFWLWLRQHUV WKDW ZDV QRWHG LQ WKHLU SUDFWLFH
VXJJHVWVWKDWWKHVHGLVFRXUVHVZHUHXOWLPDWHO\XVHG LQZD\VWKDWGLGQRW MXVWLI\SV\SUDFWLFH
7KLV VHFWLRQ DUJXHV WKDW WKH SDUWLFLSDQWV FHQVRUHG DVSHFWV RI WKH SV\FKRORJLFDO GLVFRXUVH
WKDWSHUKDSVSUREOHPDWLVHGWKHQHROLEHUDODVVXPSWLRQVRIWKH´HPSOR\DEOHFLWL]HQµ$VWKLV
GLVFXVVLRQ DUJXHV WKH SDUWLFLSDQWV WKHQ LQWHJUDWHG ZKDW UHPDLQHG RI WKHVH SV\FKRORJLFDO
GLVFRXUVHVZLWKHFRQRPLFGLVFRXUVHV LQFOXVLYHRIWKHVRFLDOFDSLWDOGLVFRXUVHLQWKHDQDO\VLV·
VHFRQG FDWHJRU\ $V VXFK WKH SDUWLFLSDQWV DSSHDUHG WR WUDQVIRUP LQLWLDOO\ SV\FKRORJLFDO

  
FRQVWUXFWLRQV RI HPSOR\DELOLW\ 7KHLU ´HFRQRPLVDWLRQµ DQG QHRFODVVLFDO ´UDWLRQDOLVDWLRQµ RI
SV\FKRORJLFDOFRQVWUXFWVZDVWKHQHIIHFWLYH LQXSKROGLQJWKHDSSURSULDWHQHVVRI HFRQRPLF
SUDFWLFH7KLVLQWXUQUHQGHUHGIRUPDOLVHGSV\FKRORJLFDOLQWHUYHQWLRQLQDSSURSULDWH
7KLVVHFWLRQRIWKHGLVFXVVLRQDOVRDUJXHVWKDWWKHLUFHQVRULQJQHROLEHUDOXVHRISV\FKRORJLFDO
GLVFRXUVHSHUPLWWHGVLPLODUO\FHQVRULQJFRQVWUXFWLRQVRIWKHLUFOLHQWV·SV\FKRORJLFDOQHHGV,W
ZLOOFRQFOXGHWKHVHDUJXPHQWVZLWKFRQVLGHUDWLRQRIVRFLDOHQWHUSULVHV·SRVLWLRQLQJZLWKLQWKH
VRFLDOHFRQRP\WRKLJKOLJKWWKHDVVRFLDWHGSRWHQWLDOVUHJDUGLQJVRFLDOO\MXVWSUDFWLFH
& ´(FRQRPLVDWLRQµRI+XPDQLVWLF0RWLYDWLRQ
7KHKXPDQLVWGLVFRXUVHH[HPSOLILHG LQ0DVORZ·VKLHUDUFK\RIQHHGV 0DVORZDVVXPHV
WKDW WKH LQGLYLGXDO SRVVHVVHV DQ LQQDWHO\ YDOXDEOH SHUVRQKRRG WKDW LV FDSDEOH RI
DFWXDOL]DWLRQ LI WKHDSSURSULDWHQHHGVDUHPHW %LQNOH\7KHXVHRI WKLVGLVFRXUVHZDV
HYLGHQW LQ WKH SDUWLFLSDQWV· RZQ ODQJXDJH 7KLV SHUPLWWHG FRQVWUXFWLRQV RI WKHLU ZRUN DV
YDOXDEOH EHFDXVH LWZRXOGPHGLDWH DFWXDOLVDWLRQZKLFK WKH FOLHQWVZHUH REOLJHGE\ QHR
OLEHUDOLVP WR GHVLUH +RZHYHU WKH SDUWLFLSDQWV VKRZHG WKDW VHOIHVWHHPZDV D FKDOOHQJLQJ
FRQVWUXFW WR DVVXPH DPRQJ WKHLU ORQJWHUP XQHPSOR\HG FOLHQWV ,Q IDFW WKH SDUWLFLSDQWV
XSKHOGVHOIHVWHHPDQGVHOIHIILFDF\DVWKHPDLQDUHDVIRUGHYHORSPHQWLIWKHLUFOLHQWVZHUH
WRDFKLHYHHPSOR\DELOLW\ /LWHUDWXUH IRFXVLQJRQWKH LPSRUWDQFHRIRQH·V LQWHUQDOVWDWHDV LW
UHODWHV WRHPSOR\DELOLW\ VXJJHVWV WKH VDPH 7VHQJ0 6 9DQKHUFNHHWDO .LP

7KHSDUWLFLSDQWVDSSHDUHGWRDFNQRZOHGJHWKDWVHOIDFWXDOLVDWLRQZLOOQRWEHDFKLHYHGLIVHOI
HVWHHP LV QRW LQWDFW+XPDQLVWSV\FKRORJLFDOSUDFWLFH VLPLODUO\DVVXPHV WKDWRQH·VDJHQF\
ZKLFKLVUHODWHGWRVHOIHVWHHPPXVWEHIXOO\HQJDJHGLIRQHLVWRVHOIDFWXDOLVH%LQNOH\
7KLV LV HYLGHQW LQ 5RJHULDQ SV\FKRORJLFDO SUDFWLFH IRU H[DPSOH ZKLFK DLPV WR IDFLOLWDWH D
SURFHVVRIVHOIDFWXDOLVDWLRQE\ZKLFKRQHUHFRYHUVWKHLUVHQVHRIDJHQF\WRRYHUFRPHWKH
LQFRQJUXHQFHWKDWPDLQWDLQVGLVWUHVV5RJHUV5RJHUVLVNQRZQWREHDFKDPSLRQRIWKH
WKHUDSHXWLFUHODWLRQVKLSZKLFKKDVHVWDEOLVKHGQHDUUHYHUHGVWDWXVLQOLWHUDWXUHH[SORULQJWKH
FRPPRQIDFWRUVDPRQJWKHYDULRXVPRGHOVRI WKHUDSHXWLFSUDFWLFH ,PSRUWDQWO\ LQ5RJHU·V

  
FRQVWUXFWLRQ RI WKH WKHUDSHXWLF UHODWLRQVKLS WKH H[SHUW WKHUDSLVW PDNHV XVH RI WKHPVHOYHV
DQGGUDZVRQWKHRUHWLFDOSKHQRPHQRORJLFDOXQGHUVWDQGLQJRIKXPDQLW\WRHQFRXUDJHDQG
PRGHOWRWKHFOLHQWWKHDJHQWLFSHUVRQKRRGWKDWLVUHTXLUHGIRUVHOIDFWXDOLVDWLRQDQGIRUWKH
UHVROXWLRQ RI GLVWUHVV 5RJHUV  7KHUDS\ LV WKXV D SURFHVV RI KXPDQLVWLF VRFLDOLVDWLRQ
5RJHUV  DQG DV VXFK D WHFKQRORJ\ RI QHROLEHUDO VXEMHFWLILFDWLRQ %LQNOH\ 
'DIHUPRV
$UJXDEO\ WKH VRFLDOLVLQJ PRUDOLVLQJ SDWHUQDOLVWLF UHODWLRQVKLSV WKDW WKH SDUWLFLSDQWV DQG
FOLHQWVPDLQWDLQHGDUHSXUSRVHGWRIDFLOLWDWHVLPLODUHIIHFWV7KHSDUWLFLSDQWVVXJJHVWHGWKDW
WKH\´XVHGWKHLUVHOYHVµWRSURPRWHDUHODWLRQVKLSWKDWHQFRXUDJHVWKHFOLHQW·VDFWXDOLVDWLRQ
RI FKRLFHDQG IUHHGRP 7KH\ VKRZHG WKDW XOWLPDWHO\ WKH\ZRUN WR HQFRXUDJH WKHFOLHQW·V
VHOIDFWXDOLVDWLRQZKLFK LV LQ WXUQ H[SHFWHG WR WDNH WKH IRUPRI VHOIHQWHUSULVLQJ HFRQRPLF
SURGXFWLYLW\ +RZHYHU LQ D PDQQHU WKDW LV DV DUJXHG KHUH ´QRQSV\FKRORJLFDOµ WKHVH
SDUWLFLSDQWV VHSDUDWHG WKHPVHOYHV IURP WKH H[SHUW SRVLWLRQLQJ WKDW LV DYDLODEOH WR WKH
WKHUDSLVW LQ D GLVFRXUVH RI KXPDQLVWLF SV\FKRORJLFDO SUDFWLFH ,Q IDFW WKH SDUWLFLSDQWV·
UHVLVWDQFHWRZDUGVWKDWSRVLWLRQLVUHIOHFWLYHRIDQHZIURQWLHULQ´SV\LQGXVWULHVµDVGHVFULEHG
E\ %LQNOH\ ZKHUHE\ ´VHPLSURIHVVLRQDOµ OLIH FRDFKHV KHOS WKHLU FOLHQWVZRUN WRZDUGV
KDSSLQHVV 7KH\ DUH HTXDOO\ UHVLVWDQW RI HQFRXUDJLQJ ´GLVDEOLQJ LQWURVSHFWLRQ DQG
GHSHQGHQFH RQ DQ RYHUZHHQLQJ SV\FKRORJLFDO H[SHUWµ %LQNOH\  S  7KH
SDUWLFLSDQWVHPERGLHGWKLVDVWKH\LQVLVWHGWKDWWKHLUSRVLWLRQLQUHODWLRQWRWKHLUFOLHQWVZDVQRW
RQHRIH[SHUWLVHEXWRIDIILOLDWLYH´DQWLNQRZLQJµRU´QRWQHHGLQJWRNQRZµ7KH\VKRZHGWKDW
WKLV ZDV DGYDQWDJHRXV FRPSDUHG WR WKH H[SHUW SRVLWLRQLQJ RI WKH WKHUDSLVW LQ KXPDQLVWLF
SV\FKRORJLFDO GLVFRXUVH EHFDXVH LW XOWLPDWHO\ EHQHILWHG DQG PDLQWDLQHG WKH YLWDO
SKLODQWKURSLFSDWHUQDOLVWLFUHODWLRQVKLS
,PSRUWDQWO\WKHWZRSUDFWLFHVDSSHDUWRVKDUHSDWHUQDOLVWLFUHODWLRQVKLSVRIYDU\LQJTXDOLWLHV
ZLWK WKHLU FOLHQWV RQH LV FRQVWUXFWHG E\ WKH SDUWLFLSDQWV DV DIILOLDWLYH DQG WKH RWKHU DV
HQDEOLQJGRFLOHGHSHQGHQFH1\V'HQLHUDQG9DQGHYHOGH%LQNOH\+RZHYHU
WKH DQWLNQRZLQJ SRVLWLRQ WKDW WKH SDUWLFLSDQWV FRPPRQO\ WRRN FKDOOHQJHV WKH KXPDQLVWLF
SV\FKRORJLFDODVVXPSWLRQVRIKRZSV\FKRSDWKRORJ\LQFRQJUXHQFH LVXQGRQH 5RJHU

  
DQG KRZ DJHQF\ LV WKXV HQJDJHG 3HUKDSV WKLV FKDOOHQJLQJ LV PRUH UHIOHFWLYH RI WKH
GLIIHUHQFHVEHWZHHQSV\SUDFWLFHDQGVRFLDOHQWUHSUHQHXUVLQWKHLUDELOLWLHVRUFKRLFHVWRVHH
DQGWKHUHIRUHILQGSDWKRORJ\)URPDGLVFXUVLYHSHUVSHFWLYHLWDSSHDUVWKDWWKHSDUWLFLSDQWV
ZHUHVSHFLILFDOO\UHVLVWDQWWRZDUGWKHGLVFLSOLQDU\SRZHUWKDW)RXFDXOWLGHQWLILHGDVFRH[LVWLQJ
ZLWKWKHH[SHUWSRZHUNQRZOHGJH%DVWDOLFK
7KH SDUWLFLSDQWV FHQVRUHG WKH DVSHFWV RI WKH KXPDQLVWLF GLVFRXUVH WKDW LPSOLFDWHG
GLVFLSOLQDU\H[SHUWLVHLQ OLJKWRIWKHQHROLEHUDOUHTXLUHPHQWWKDWHPSOR\DELOLW\HQKDQFHPHQW
VRFLDO HQWHUSULVHV FUHDWH DVSLUDWLRQDO VHOIKRRGV .HOO\ HW DO  'HSHQGHQFH RQ
GLVFLSOLQLQJ GLVFLSOLQDU\ SRZHU SUREOHPDWLVHV WKH VHOIPDQDJHPHQW WKDW LV LQKHUHQW LQ QHR
OLEHUDOLVP,QVWHDGWKHSDUWLFLSDQWVPDGHWKHKXPDQLVWLFFRQVWUXFWLRQVWKDWUHLI\LQWULQVLFVHOI
DFWXDOLVLQJPRWLYDWLRQVLQWHUDFWZLWKHFRQRPLFGLVFRXUVHVRIUDWLRQDOLW\DQGRIVRFLDOFDSLWDO
7KLVZDVHIIHFWLYHLQ´HFRQRPLVLQJµSV\FKRORJLFDOFRQVWUXFWVZKLFKZHUHLQWXUQHIIHFWLYHLQ
SRVLWLRQLQJ WKH SDUWLFLSDQWV ZKR WKHPVHOYHV GHPRQVWUDWHG QRWDEOH HFRQRPLF UDWLRQDOLW\
DQG SRVVHVVHG VLJQLILFDQW VRFLDO FDSLWDO DV WKRVH PRVW TXDOLILHG WR HQKDQFH WKH FOLHQWV·
HPSOR\DELOLW\7KHSDUWLFLSDQWVKLJKOLJKWHGWKDWLWZDVWKHLUXQLTXHDELOLW\WRHVWDEOLVKVXFKD
FKDULWDEOH SDWHUQDOLVWLF DQWLH[SHUW EXW KXPDQLVWOLNH UHODWLRQVKLS WKDW GLVWLQJXLVKHG WKHP
IURP LQVWLWXWLRQV OLNH WKH -RE&HQWUH DQG IURPSV\SUDFWLWLRQHUV 7KH\ VXJJHVWHG WKDW LW DOVR
IDFLOLWDWHG WKHLU FOLHQWV·PHDQLQJIXO VRFLDOLVDWLRQ WR WKH QHROLEHUDO VRFLHW\ WR GHJUHHV WKDW
RWKHU SURIHVVLRQDOV ZHUH QRW DEOH WR DFKLHYH )XUWKHUPRUH WKH\ GHPRQVWUDWHG WKH
HIIHFWLYHQHVVRI WKLV UHODWLRQVKLSZDV LQ LWVFDSDFLW\ WRKHOS WKHFOLHQWEXLOGQHFHVVDU\VRFLDO
FDSLWDO )RU WKHVH UHDVRQV WKH\ HVWDEOLVKHG WKHLU SUDFWLFH DV WKH PRVW DSSURSULDWH IRU
HPSOR\DELOLW\ HQKDQFHPHQW 7KLV LV LQ NHHSLQJZLWK WKH ILQGLQJ WKDW VRFLDO HQWUHSUHQHXUV LQ
SDUWLFXODU SRVVHVV VLJQLILFDQW VRFLDO FDSLWDO ZKLFK SURYLGHV WKHP ´D IDYRXUDEOH   VRFLDO
LGHQWLW\WKDWFDQEHFRQYHUWHGLQWRVLJQLILFDQWWDQJLEOHEHQHILWVµ%DURQDQG0DUNPDQ
S7KHSDUWLFLSDQWVRIWKLVVWXG\DSSHDUHGDEOHWRWUDQVIHUWKRVHEHQHILWVRQWRWKHLU
FOLHQWV WR PLWLJDWH WKH VWLJPD RI WKHLU GHSHQGHQFH 3V\SUDFWLWLRQHUV KRZHYHU ZHUH
SRVLWLRQHGDVLQFDSDEOHRIGRLQJWKHVDPH

  
$V PHQWLRQHG HDUOLHU WKH FHQVRUHG XVH RI SV\FKRORJLFDO GLVFRXUVH OHG WR FHQVRUVKLS
UHJDUGLQJ WKH SRWHQWLDO SV\FKRORJLFDO QHHGV WKDW WKH KXPDQLVW SV\FKRORJLFDO GLVFRXUVH
RWKHUZLVH DFFRPPRGDWHV DQG UHLILHV 7KH SDUWLFLSDQWV VXJJHVWHG WKDW WKH DFWXDOLVDWLRQ RI
RQH·V VHQVH RI UDWLRQDO DJHQF\FRXOG OLPLW WKH OLPLWLQJ HIIHFWV RI SV\FKRSDWKRORJ\ GLVWUHVV
DQG GLVDELOLW\ RQ HPSOR\DELOLW\ 0DODGDSWLYH EHKDYLRXUV WKDW DUH RWKHUZLVH FRQVWUXFWHG WR
FRPSOLFDWHHPSOR\DELOLW\HPSOR\PHQWRUQHFHVVLWDWHSV\FKRORJLFDOLQWHUYHQWLRQZHUHVKRZQ
E\WKHSDUWLFLSDQWVWREHDPDWWHURIFKRLFHWKDWWKHHPRWLRQDOO\LQWHOOLJHQWDGDSWDEOHDQG
WKHUHIRUHHPSOR\DEOHLQGLYLGXDOLVDEOHWRPDVWHU
3HUKDSV WKLV LV WR VRPHGHJUHH LQ OLQHZLWK KXPDQLVWSV\FKRORJLFDOSUDFWLFH LQ WKH IRUPRI
FRDFKLQJ&RDFKLQJLVFULWLFLVHGE\%LQNOH\IRUFUHDWLQJHQWUHSUHQHXULDOVXEMHFWLYLWLHVLQ
WLPHVRIDXVWHULW\DQGFULVLV WRSURPRWHSRVLWLYHDIIHFWDERYHDOOHOVHEXWDW WKHH[SHQVHRI
DOORZLQJ WKH VWDWXV TXR WR EHPDLQWDLQHG 6LPLODUO\ GLVDELOLW\ OLWHUDWXUH HVSRXVHV D ZLGHO\
FULWLFLVHG DVVXPSWLRQ WKDW SRVLWLYH DIIHFW LQ VSLWH RI GLVDELOLW\ OLPLWV WKH FDSDFLW\ RI WKH
GLVDELOLW\WROLPLWWKHLQGLYLGXDO)ULWVFK
& ´5DWLRQDOLVDWLRQµRI(YROXWLRQDU\0RWLYDWLRQ
7KHLQGLYLGXDO·VHPSOR\DELOLW\ZDVDOVRFRQVWUXFWHGDVLQWULQVLFDOO\PRWLYDWHGWKURXJKWKHXVH
RI HYROXWLRQDU\ SV\FKRORJLFDO GLVFRXUVH:LWKLQ WKLV FRQVWUXFWLRQ WKH LQGLYLGXDO LV GULYHQ WR
VHHNVDIHW\DQGWKHUHVRXUFHVWKDWDUHQHFHVVDU\IRUVXUYLYDO,QWKHFRQWH[WRIQHROLEHUDOLVP
VXFKVXUYLYDOLVHQVXUHGWKURXJKHPSOR\PHQWDQGUHOLDQWRQWKHLQGLYLGXDO·VDELOLW\WRDGDSWWR
WKHODERXUPDUNHWGHPDQGV,PSRUWDQWO\WKHSDUWLFLSDQWVDVVHUWHGWKDWWKRVHLQGLYLGXDOVZKR
KDYH DFKLHYHG WKH KLJKHVW OHYHO RI HYROXWLRQ DUH DERYH DOO UDWLRQDO 7KH SDUWLFLSDQWV
GHPRQVWUDWHG WKDW WKH UDWLRQDO HPSOR\DEOH LQGLYLGXDO LV DEOH WR DQDO\VH DQG PD[LPLVH
LQWHUQDODQGH[WHUQDOUHVRXUFHVWRUHVROYHERWKLQWHUQDODQGH[WHUQDOEDUULHUVWRHPSOR\PHQW
7KLV OLPLWVZKDW FDQEHDFNQRZOHGJHGDV EDUULHUV WR HPSOR\PHQW WKDW H[LVW RXWVLGH RI WKH
FOLHQWV·FRQWURO
$FFRUGLQJ WR FRJQLWLYHSV\FKRORJ\ KRZHYHU WKHRULHV RI ERXQGHG UDWLRQDOLW\ VXJJHVW WKDW
GHFLVLRQPDNLQJ LV DFKLHYHG WKURXJK WKH DFWLRQ RI D GXDO LQIRUPDWLRQ SURFHVVLQJ V\VWHP

  
&RQOLVN  2QH DVSHFW RI WKLV GXDO LQIRUPDWLRQ SURFHVVLQJ V\VWHP LV FKDUDFWHULVHG E\
KHXULVWLFV $FFRUGLQJ WR'HTXHFK  S  ERXQGHG UDWLRQDOLW\ LV DVVRFLDWHGZLWK WKH
XVH RI KHXULVWLFV DQG LW LV DGRSWHG LQ HQYLURQPHQWV WKDW DUH ´WRR FRPSOH[ UHODWLYH WR WKH
OLPLWHGPHQWDODELOLWLHVµRIDQLQGLYLGXDORURUJDQLVDWLRQ$QG´VRWKHGHFLVLRQPDNLQJSURFHVV
LV LQVWHDG FKDUDFWHULVHG E\ KHXULVWLFV VXFK WKDW LQ WKH HQG WKH GHFLVLRQPDNHU DGRSWV D
VDWLVILFLQJ UDWKHU WKDQ RSWLPLVLQJ VWUDWHJ\ VHDUFKLQJ IRU VROXWLRQV WKDW DUH JRRG HQRXJK RU
VDWLVIDFWRU\µ +HXUVLWLFV DQG ERXQGHG UDWLRQDOLW\ DUH WKXV XVHG WR H[SODLQ WKH LUUDWLRQDO
GHFLVLRQVKXPDQVWHQGWRPDNH&RQOLVN&RVPLGHV/DQG7RRE\+HXULVWLFVDUH
VDLG WR EH D FRQVHTXHQFH RI HYROXWLRQ WKDW SHUPLWWHG HDUO\ KXPDQV WR SURFHVV WKHPRVW
LPSRUWDQWHQYLURQPHQWDO LQIRUPDWLRQE\ WKHTXLFNHVWPHDQV WRHQVXUH VXUYLYDO LQPXFK OHVV
FRQWUROODEOHHQYLURQPHQWV&RVPLGHV/DQG7RRE\
,WVHHPVKRZHYHUWKDWWKLVGLPHQVLRQRIWKHHYROXWLRQDU\SV\FKRORJLFDOGLVFRXUVHZDVRIWHQ
FHQVRUHG LQ WKH SDUWLFLSDQW·V ODQJXDJH ,QVWHDG WKH QHROLEHUDODIILUPLQJ FRQVWUXFWLRQV RI
LQWULQVLF PRWLYDWLRQV ZHUH DJDLQ LQWHJUDWHG ZLWK LQ WKLV FDVH QHRFODVVLFDO HFRQRPLF
DVVXPSWLRQV RI UDWLRQDOLW\ 1HRFODVVLFDO HFRQRPLF UDWLRQDOLW\ DVVHUWV WKDW ´KXPDQ DFWLRQ LV
QHFHVVDULO\ UDWLRQDO >LQ WKHVHQVHRI:HEHULDQ LQVWUXPHQWDO UDWLRQDOLW\@µ =DILURYVNL 7KLV
FRQVWUXFWLRQ RI UDWLRQDOLW\ LQ WKH FRQWH[W RI HYROXWLRQDU\ SV\FKRORJ\ GLVFRXUVH VXJJHVWHG
WKDW QHRFODVVLFDO HFRQRPLF UDWLRQDOLW\ LV LQWULQVLFDOO\ DYDLODEOH WR WKH LQGLYLGXDO DV D
FRQVHTXHQFHRIHYROXWLRQDU\ QDWXUDO VHOHFWLRQSURFHVVHV &RVPLGHV / DQG 7RRE\ 
7KH SDUWLFLSDQWV FRQVWUXFWHG WKLV HFRQRPLF UDWLRQDOLW\ WR VXJJHVW WKDW WKH LQGLYLGXDO LV
LQWULQVLFDOO\ PRWLYDWHG WR UDWLRQDOO\ PD[LPLVH DYDLODEOH UHVRXUFHV IRU WKH HIIHFWLYH
PDQDJHPHQW RI HQYLURQPHQWDO EDUULHUV DQG IRU VHOIDFWXDOLVLQJ VXUYLYDO LH WKURXJK
HPSOR\PHQW$VDERYHDSV\FKRORJLFDOFRQVWUXFWLRQZDVXVHGWRUHLI\LQWULQVLFFDSDFLWLHVRI
WKH LQGLYLGXDO EXW ZDV DOVR FHQVRUHG LQ VRPHSDUWV ,W ZDV WKHQPDGH WR LQWHUDFWZLWK DQ
HFRQRPLFFRQVWUXFWLRQRI WKH LQGLYLGXDO IRUDQHFRQRPLFDFWLRQRULHQWDWLRQ UHQGHULQJ WKH
GLVFRXUVHV´QRQSV\FKRORJLFDOµ
,PSRUWDQWO\KRZHYHUVRPHSDUWLFLSDQWVUHVLVWHGWKLVFRQVWUXFWLRQRIHFRQRPLFUDWLRQDOLW\DVD
EDVLF LQWULQVLFDVVXPSWLRQ ,QVWHDG WKH\PDLQWDLQHGDKLHUDUFKLFDO XQGHUVWDQGLQJRIKXPDQ

  
HYROXWLRQDU\FDSDFLWLHVZKLFKLVUHPLQLVFHQWRI0DVORZ·VKLHUDUFK\RIQHHGV7KHSDUWLFLSDQWV
DSSHDUHGWRSODFHHFRQRPLFUDWLRQDOLW\ZKLFKIDFLOLWDWHVVHOIDFWXDOLVDWLRQDWWKHWRSRIWKLV
KLHUDUFK\7KLVDOORZHGDQDOWHUQDWLYHXQGHUVWDQGLQJRIHFRQRPLFUDWLRQDOLW\DVVRPHWKLQJWR
ZRUNWRZDUGVDQGVWHDGLO\GHYHORSWKURXJKH[SRVXUHWRWKHHQYLURQPHQWVWKDWZRXOG IRVWHU
LQFUHDVLQJ UDWLRQDOLW\ DV WKH LQGLYLGXDO FRQWLQXHG WR HYROYH 7KHUHIRUH WKH FOLHQWV· ODFN RI
HFRQRPLFUDWLRQDOLW\DVHYLGHQFHGE\ORQJWHUPXQHPSOR\PHQWFRXOGEHXQGHUVWRRGDVD
FRQVHTXHQFH RI LQHIIHFWLYH XQLQLWLDWHG HYROXWLRQ SRVLWLRQLQJ WKHP DW WKH ERWWRP RI WKH
HYROXWLRQDU\ KLHUDUFK\:KLOH WKHSDUWLFLSDQWV·XVHRI WKLV GLVFRXUVHZDV LQ RQH VHQVHPRUH
DFFRPPRGDWLQJ LWPDGH WKH FOLHQWV· UHVSRQVLEOH WR VHHN DQG LQYLWH RSSRUWXQLWLHV IRU WKHLU
HYROXWLRQ0F4XDLG:LOWRQGHVSLWHZKDWWKHFOLHQWVPD\KDYHVHHPLQJO\ODFNHG
LQWHUPVRIDELOLW\RUKXPDQFDSLWDO
7KLV LQWHJUDWLYH FRQVWUXFWLRQ RI WKH FOLHQWV· FDSDFLWLHV ZDV IXUWKHU LQWHJUDWHG ZLWK WKH
HFRQRPLF GLVFRXUVH RI VRFLDO FDSLWDO ZKLFK FUHDWHV WKH SRVVLELOLW\ IRU WKHVH LQGLYLGXDOV WR
DFKLHYH WKH UDWLRQDOLW\ WKDW WKH\ LQWULQVLFDOO\ ODFN WKURXJK D SURFHVV RI DSSURSULDWH
VRFLDOLVDWLRQ 2QFH DJDLQ WKH SDWHUQDOLVWLF UHODWLRQVKLS ZLWK WKH SDUWLFLSDQWV· QRWHZRUWK\
HFRQRPLF UDWLRQDOLW\ DQG VRFLDO FDSLWDO %DURQ DQG 0DUNPDQ  SRVLWLRQHG WKH
SDUWLFLSDQWV DV WKH PRVW TXDOLILHG WR PRGHO DQG HQKDQFH WKHLU FOLHQWV· HPSOR\DELOLW\
,PSRUWDQWO\WKLVGLVFXUVLYHDFWLYLW\DSSHDUVWRPDQLIHVW LQ WKHQHFHVVDULO\VRFLDOLVLQJSUDFWLFH
RI OLIHORQJ OHDUQLQJ ZKLFK LV DQ H[SHFWDWLRQ RI WKH DFWLYH FLWL]HQ )HMHV  DQG LV
IDFLOLWDWHGE\WKHVRFLDOHQWHUSULVHVLQWKHIRUPRIYRFDWLRQDODQGHGXFDWLRQDOWUDLQLQJ'R\OH

3V\FKRSDWKRORJ\RUSV\FKRORJLFDOGLVWUHVVZDVDOVRUHFRQVWUXFWHGWKURXJKWKHLQWHJUDWLRQRI
SV\FKRORJLFDOGLVFRXUVHZLWKHFRQRPLFGLVFRXUVHVRIHFRQRPLFUDWLRQDOLW\DQGVRFLDOFDSLWDO
7KH SDUWLFLSDQWV HQFRXUDJHG WKHLU FOLHQWV WR HQJDJH ZLWK ,$37 VHUYLFH IRU H[DPSOH EXW
EHFDXVH LWZDVDW WKHSDUWLFLSDQWV·HQFRXUDJHPHQW UDWKHU WKDQ WKDWRIDSV\SUDFWLWLRQHU
VXFK HQJDJHPHQW ZDV FRQVWUXFWHG DV DQ HFRQRPLF FKRLFH UDWKHU WKDQ D SV\FKRORJLFDO
DQG WKHUHIRUH VWLJPDWLVLQJ QHHG ,W ZDV LQ IDFW DQ ´HVWHHPDEOHµ FKRLFH GHPRQVWUDWLQJ
RQH·VDELOLW\ WR UHVRXUFHIXOO\PDNHXVHRIDYDLODEOH UHVRXUFHV LQ WKLVFDVH ,$37 WRPDQDJH

  
WKHLQWHUQDOEDUULHUWRHPSOR\PHQWUHSUHVHQWHGLQWKHLUSV\FKRORJLFDOGLVWUHVV8OWLPDWHO\WKH
SDUWLFLSDQWV GHPRQVWUDWHG WKDW WKH UHVRXUFHIXO LQGLYLGXDO ZKR LV LQWULQVLFDOO\ PRWLYDWHG WR
VXUYLYH LV FDSDEOH RI UHVRXUFHIXOO\ RYHUFRPLQJ VXFK LQWHUQDO EDUULHUV WKURXJK UDWLRQDO
SURFHVVHV RI UHVRXUFH DQG ULVN PDQDJHPHQW $V VXFK D PHQWDO KHDOWK GLDJQRVLV LQ WKLV
FRQVWUXFWLRQ GRHV QRW QHFHVVDULO\ UHQGHU WKH GLDJQRVHG LQGLYLGXDO ´XQHVWHHPDEOHµ 7KH
´HVWHHPDELOLW\µRIFOLHQWVZKRHQJDJHLQ,36IRUH[DPSOHDSSHDUVWRH[LVWE\YLUWXHRIWKHLU
DVSLUDWLRQDOHQJDJHPHQW LQ WKHSURJUDPPH7KDWHVWHHPDELOLW\ LV VXJJHVWLYHRIQHROLEHUDO
YDOXHVDQGLVWKXVDEOHWROLPLWWKHVWLJPDWLVLQJHIIHFWVRIDPHQWDOKHDOWKGLDJQRVLVWKDWZRXOG
RWKHUZLVH QHFHVVLWDWH GLVFLSOLQDU\ VXEMHFWLILFDWLRQ DQG SUHFOXGH DQ LQGLYLGXDO IURP
HPSOR\PHQW/DPHWDO
& 1HR+XPDQLVWLF(FRQRPLFV
7KH H[SORUDWLRQ DERYH UHJDUGLQJ WKH SDUWLFLSDQW·V XVH FHQVRUVKLS DQG LQWHJUDWLRQ RI
SV\FKRORJLFDOGLVFRXUVHVVKHGVOLJKWRQKRZQXDQFHVLQWKHXVHRI ODQJXDJHFDXVHQRWDEOH
LPSOLFDWLRQV IRU SUDFWLFH 7KLV GLVFXVVLRQ ZLOO QRZ FRQVLGHU KRZ WKH GLVFXUVLYH LQWHJUDWLRQV
QRWHG LQ WKH SDUWLFLSDQWV· ODQJXDJH UHODWH WR SUDFWLFHV WKDW FDQ EH JHQHUDOLVHG WR VRFLDO
HQWUHSUHQHXUVKLS ,W ZLOO ORFDWH VRFLDO HQWHUSULVHV ZLWKLQ WKH QHRKXPDQLVWLF HFRQRPLFV
GLVFRXUVH ZKLFK UHSUHVHQWV DQ LQWHJUDWLRQ RI WKH GLVFRXUVHV LGHQWLILHG LQ WKH DQDO\VLV DQG
LPSRUWDQWO\FKDUDFWHULVHVVRFLDOHFRQRP\
$V VKRZQ LQ WKH OLWHUDWXUH UHYLHZ FRPSOH[ PDQDJHPHQW SURFHVVHV FKDUDFWHULVH VRFLDO
HQWUHSUHQHXULDO SUDFWLFH DQG WKLV LV UHTXLUHG LI WKH\ DUH WR EDODQFH WKH GHPDQGV RI WKHLU
PXOWLSOHVWDNHKROGHUV'RKHUW\HWDOVKRZWKDWZKHUHVWDNHKROGHUVDJUHHRQWKHJRDOV
RIWKHVRFLDOHQWHUSULVH·VZRUNEXWQRWRQWKHPHDQVVRFLDOHQWHUSULVHVPXVWPDQDJHWKLVDQG
PD\ GR VR WKURXJK ´FRPSURPLVH DQG DYRLGDQFHµ 'RKHUW\ HW DO  $UJXDEO\ WKH
LQWHJUDWLRQ RI SV\FKRORJLFDO DQG HFRQRPLF GLVFRXUVHV QRWHG LQ WKH SDUWLFLSDQWV· XVH RI
ODQJXDJH FRXOG EH YLHZHG DV D SURFHVV RI FRPSURPLVH WR VDWLVI\ WKH GHPDQGV RI QHR
OLEHUDOLVP DQG RI YDULHG VWDNHKROGHUV VXFK DV WKH 'HSDUWPHQW RI :RUN 3HQVLRQ DQG
'HSDUWPHQW RI +HDOWK ZKR DOVR VKDUH UHODWLRQVKLSV WKRXJK PRUH GLVFLSOLQDU\ ZLWK WKH
SDUWLFLSDQWV·FOLHQWV

  
,WLVDOVRLPSRUWDQWWRFRQVLGHUWKDWVRFLDOHQWHUSULVHVDUHORFDWHGZLWKLQWKHVRFLDOHFRQRP\
7KH IROORZLQJ2(&'GHILQLWLRQGHVFULEHV WKH VRFLDO HFRQRP\DV ´DQHQWLUH VHJPHQWRI WKH
HFRQRP\ WKDW LV FRPSRVHG RI HQWLWLHV WKDW DLP WR LQFUHDVH VRFLDO LQFOXVLRQ DQG UHGXFH
LQHTXDOLWLHVZKLOHVLPXOWDQHRXVO\FUHDWLQJHFRQRPLFYDOXHµ6RFLDO(FRQRP\µQG
6FDSHUODQGDSRVHVWKHTXHVWLRQ´,VQHRKXPDQLVWLFHFRQRPLFVWKHQHZSDUDGLJPIRU
VRFLDOHFRQRPLVWV"µ +HZULWHVLQUHIHUHQFHWR/XW]DQG/X[
IRUPXODWLRQRIHFRQRPLFV
DV UHTXLULQJ D JUHDWHU VHQVLWLYLW\ WR WKH ZD\V LQ ZKLFK VRFLDO LQHTXDOLW\ FRPSOLFDWHV WKH
LQGLYLGXDOV· FDSDFLW\ WR OLYH XS WR WKH H[SHFWDWLRQV RI QHRFODVVLFDO HFRQRPLFV =DILURYVNL
0RUHUHFHQWQHRKXPDQLVWLFHFRQRPLFVSXUSRUWWKHIROORZLQJ
´1HRKXPDQLVWHFRQRPLFVH[SRXQGVWKDWWKHJRDORIHFRQRPLFVPXVWEHWRHQDEOH
HYHU\ KXPDQ EHLQJ WR EH IUHH IURP PXQGDQH SUREOHPV VR WKDW WKH\ FDQ KDYH
JUHDWHURSSRUWXQLWLHVIRULQWHOOHFWXDODQGVSLULWXDOJURZWK«(FRQRPLFIUHHGRPUHTXLUHV
WKDWWKHSXUFKDVLQJSRZHURIWKHPDVVHVPXVWEHUDLVHG«7KHZHDOWKRIVRFLHW\PXVW
EHVKDUHGDPRQJRQHDQGDOOWKURXJKDFRRSHUDWLYHHFRQRP\«:KHQZHEHJLQWR
UHFRJQL]H WKDW DOO FUHDWXUHV KDYH ERWK H[LVWHQWLDO YDOXH DQG XWLOLW\ YDOXH ZH VKDOO
EHJLQ WR OD\ WKH IRXQGDWLRQV IRU D 1HRKXPDQLVW HFRQRP\ 6KDPEKXVKLYDQDQGD
µ
6FDSHUODQGDVKRZVWKDWHFRQRPLFSURGXFWLYLW\DVDVHOIDFWXDOLVLQJULJKWIRUDOO LVDQ
LPSRUWDQWDVVXPSWLRQRIKXPDQLVWLFHFRQRPLFV+RZHYHUKHZULWHVWRGHPRQVWUDWHWKDWVHOI
DFWXDOLVDWLRQLVPRUHDSSURSULDWHO\XQGHUVWRRGLQDQHYROXWLRQDU\VHQVHDQGQRWDFFRUGLQJ
WRWKH´DOORUQRWKLQJµSULQFLSOHVRIFODVVLFDOHFRQRPLFV7KLVVHFWLRQRIWKHGLVFXVVLRQDUJXHV
WKDW WKLV HYROXWLRQDU\ DQG KXPDQLVWLF YLHZ RI WKH LQGLYLGXDO IURP ZLWKLQ DQ HFRQRPLF
GLVFRXUVH FKDUDFWHULVHV WKH LQWHJUDWLRQ RI GLVFRXUVHV WKDW ZDV HYLGHQW LQ WKH SDUWLFLSDQWV·
ODQJXDJH 1HRKXPDQLVWLF HFRQRPLFV DOORZV VRFLDO HQWHUSULVH WR SROLWLFLVH DQG KXPDQLVH
HFRQRPLF WKHRULHV /XW] DQG /X[ DV WKH\GUDZRQKXPDQLVWLF QRWLRQVGHPRQVWUDWLQJ
KXPDQ YDOXHV DQG ULJKWV WR XQIDLUO\ LQKLELWHG DFWXDOLVDWLRQ $QG VR HPSOR\PHQW
HQKDQFHPHQWSURJUDPPHVGUDZWKRVHDW ULVN IRUVRFLDOH[FOXVLRQ LQWRDQ LPSRUWDQWO\ VRFLDO
HFRQRP\
VJRDOWRHQVXUHVRFLDOLQFOXVLRQE\HTXDOLVLQJWKHDYDLODELOLW\RIRSSRUWXQLWLHV

  
,W PD\ EH WKDW WKH SDUWLFLSDQWV· LQWHJUDWLRQ RI KXPDQLVWLF DQG HFRQRPLF LPSOLFDWLQJ
UDWLRQDOLW\ GLVFRXUVHV ZDV QRW RQO\ D FRQVHTXHQFH RI WKHLU UHVLVWDQFH DJDLQVW GLVFLSOLQDU\
SRZHU ,WDSSHDUVWKDWWKHVHSDUWLFLSDQWVZHUHLQIDFWORFDWHGZLWKLQDIRUPDOLVHGGLVFRXUVH
RIQHRKXPDQLVWLFHFRQRPLFVWKDWFKDUDFWHULVHVWKHVRFLDOHFRQRP\DQGUHVLVWDQFH
& 6RFLDOO\([FOXGLQJ'LVFLSOLQDU\3RZHU
&RQVLGHULQJ WKLV ORFDWLRQ RI WKH VRFLDO HQWHUSULVHV ZLWKLQ D QHRKXPDQLVWLF HFRQRPLF
GLVFRXUVH LW PD\ DOVR EH XVHIXO WR FRQVLGHU LI DQG KRZ WKLV ORFDWLRQ ZLWKLQ WKH QHR
KXPDQLVWLFGLVFRXUVH LQWHUDFWVZLWKGLVFRXUVHV WKDW WKHSDUWLFLSDQWV XVHG ZKHQ VSHDNLQJRI
SV\SUDFWLFHV 7KLV PD\ FRQWH[WXDOLVH WKH UHVLVWDQFH QRWHG WRZDUG SV\FKRORJLFDO SUDFWLFH
,PSRUWDQWO\WKHSDUWLFLSDQWVUHVLVWSV\SUDFWLFHLQVSLWHRIWKHHVWDEOLVKHGXWLOLW\RIFRQVWUXFWLQJ
HPSOR\DELOLW\ LQ SV\FKRORJLFDO WHUPV WKDW VXJJHVW LQWULQVLF DVSLUDWLRQDO GLVSRVLWLRQV WRZDUGV
HPSOR\PHQW 0RUUHDX HW DO  7KHUHIRUH WKH GLVFXVVLRQ QRZ FRQVLGHUV WKH SRZHU
UHODWLRQVWKDWFRXOGEHVDLGWRSHUPLWWKHXVHRI ODQJXDJHVHHQDERYHDQGWRHVWDEOLVKWKH
UHODWHGSUDFWLFHV
$VVKRZQE\WKHSDUWLFLSDQWDFFRXQWVSV\FKRORJLFDOLQWHUYHQWLRQVDUHFRPPRQO\WKRXJKWWR
XQGHUPLQH WKH VHOIPDQDJLQJ FDSDFLWLHV WKDW QHROLEHUDOLVP UHTXLUHV EHFDXVH DV %LQNOH\
 FRQILUPV D VWDWH RI GHSHQGHQFH DQG GRFLOLW\ LV DVVXPHG LQ WKH WKHUDSHXWLF
UHODWLRQVKLS 3V\LQWHUYHQWLRQ FRQQRWHV VXEMHFWLILFDWLRQ E\ GLVFLSOLQDU\ SRZHU %LQNOH\ 
7KRPDVDQG%UDFNHQDQGLQWKHODQJXDJHRIWKHSDUWLFLSDQWVVWLJPDWLVLQJSDWHUQDOLVP
1\V HW DO  VKRZ WKDW GLVFLSOLQDU\ SDWHUQDOLVP LV D SRWHQWLDO ZLWKLQ WKHUDSHXWLF
UHODWLRQVKLSVFRQVWLWXWLQJDQH[SHUWZLWKSRZHUNQRZOHGJHDQGDQXQNQRZLQJFOLHQW%LQNOH\
LQWXUQFRQWUDVWVSRWHQWLDOO\SDWHUQDOLVWLFWKHUDS\IURPFRDFKLQJZKLFKLVPRUHDOLJQHG
ZLWK WKH SDUWLFLSDQWV· SUDFWLFH ,PSRUWDQWO\ZKLOH FRDFKLQJ LV FRQFHLYHG RI E\ KXPDQLVWLF
SV\FKRORJLFDO GLVFRXUVH LW UHQRXQFHV SURIHVVLRQDOLVDWLRQ OLNH WKHVH SDUWLFLSDQWV GR DQG
GLVGDLQVGRFLOLW\ZLWKLQ WKHFOLHQW %LQNOH\ ,QVWHDGFRDFKLQJH[SOLFLWO\FHOHEUDWHV VHOI
HQWHUSULVLQJDQGHFRQRPLFDOO\YDOXDEOH VXEMHFWLYLWLHV ,WPRYHVDZD\ IURPFOLHQWV·SDVWDQG
IRFXVHVRQ WKHLUFKRLFHV IRU WKH IXWXUH$V VXFKFRDFKLQJ³DSV\FKRORJLFDOSUDFWLFH³DQG
HPSOR\DELOLW\ HQKDQFLQJ VRFLDO HQWUHSUHQHXUVKLS DUH DOLJQHG LQ QHROLEHUDO HFRQRPLF

  
SXUSRVH7KH\DUHWKHUHIRUHFDSDEOHRI LQWHJUDWLQJ LQSUDFWLFH7KDWDOLJQPHQW LVHYLGHQW LQ
WKHIDFWWKDWFRDFKLQJIHDWXUHVLQWKHVXSSRUWWKDWPDQ\RIWKHSDUWLFLSDQWVRIIHUWKHLUFOLHQWV
:LWK VXFK DOLJQPHQW SRVVLEOH LW IROORZV WKDW WKH LQFRPSDWLELOLW\ VHHQ EHWZHHQ SURIHVVLRQDO
SV\SUDFWLFH DQG WKH SDUWLFLSDQWV· VRFLDO HQWUHSUHQHXUVKLS LV DQ LVVXH RI SURIHVVLRQDOLVDWLRQ
DQGGLVFLSOLQDU\SRZHU
7KHUHVLVWDQFHDJDLQVWGLVFLSOLQDU\SRZHUVHHQDPRQJWKHFOLHQWVFDQEHWUDFHGEDFNWRWKH
LQVWLWXWLRQDOLVLQJ SRZHUV RI WKH SV\FKLDWULF GLVFRXUVH ZKLFK SHUPLWWHG SV\GLVFLSOLQHV WR
LQVWLWXWLRQDOLVHDOOWKRVHZD\VRIEHLQJIHHOLQJWKDWWKUHDWHQHGWKHUDWLRQDOIXQFWLRQLQJRIWKH
PRGHUQLVWVRFLHW\7KRPDVDQG%UDFNHQ+RZHYHU LQ OLJKWRISRVWPRGHUQLVPDQGWKH
DQWLSV\FKLDWU\PRYHPHQWV LWKDVHVSRXVHG WKHSV\FKLDWULFGLVFRXUVH LWV GLVFLSOLQDU\SRZHU
DQGDSSDUHQWO\DOO UHODWHGSV\GLVFLSOLQHVIDFHUHVLVWDQFHLQ OLJKWRIWKHLUGLVFLSOLQLQJ OLPLWLQJ
FDSDFLWLHV 7KH SDUWLFLSDQW 0DULRQ GHPRQVWUDWHG WKDW SV\SUDFWLFH LV SHUFHLYHG DV
LQWHUUXSWLYH ZLWKLQ D VRFLRHFRQRPLF FRQWH[W WKDW LV UHOLDQW RQ WKH GHYHORSPHQW RI VRFLDO
FDSLWDO DQG VRFLDO ERQGV 6KH DOOXGHG WR WKH LVRODWLQJ SRWHQWLDO WKDW FRPHV ZLWK WKH SV\
SUDFWLFH·VLQGLYLGXDOLVLQJLQWURVSHFWLYHDQGLQWUDSV\FKLFIRFXV%LQNOH\
7KLVUHVLVWDQFHLVJDOYDQLVHGE\SRVWPRGHUQWKLQNLQJZKLFKKDVVLPLODUO\FRQFHLYHGWKHSRVW
LQGXVWULDO QDWLRQDO HFRQRPLF DJHQGDV GHVFULEHG LQ WKH OLWHUDWXUH UHYLHZ 7KH 7KLUG :D\
SROLF\DJHQGDVXJJHVWVWKDWWKHVRFLDOH[FOXVLRQWKDWKLVWRULFDOO\SV\GLVFLSOLQHVIXQFWLRQHGWR
IDFLOLWDWH LVQRZVLPSO\ WRRFRVWO\ 0F4XDLG+RXVWRQDQG/LQGVD\ ,QVWHDG WKH
DGDSWDEOHSRVWLQGXVWULDOVRFLHW\RIIHUVHYHU\RQHDQDYHQXHE\ZKLFKWKH\FDQFLUFXPYHQW
WKRVH RXWGDWHG LQVWLWXWLRQDO VWUXFWXUHVSUDFWLFHV WKDW RQFH SUHFOXGHG WKHP IURP
SDUWLFLSDWLRQ,WZRXOGVHHPWKDWLQWKLVSRVWLQGXVWULDOVRFLHW\WKHSV\GLVFLSOLQHV·GLVFLSOLQDU\
H[FOXVLRQDU\ SRZHU FDQQRW VHUYH HFRQRPLF REMHFWLYHV DV LW GLGEHIRUH DQG LW LV VHHPLQJO\
H[FOXGHGE\WKHSDUWLFLSDQWVRQWKRVHJURXQGV7KHVHSDUWLFLSDQWVVXJJHVWHGWKDWHYHQLQWKLV
SRVWLQVWLWXWLRQDOLVDWLRQ HUD WKH SV\GLVFLSOLQH GLVUXSWV HFRQRPLF REMHFWLYHV E\ LVRODWLQJ WKH
LQGLYLGXDOLQXQSURGXFWLYHLQWURVSHFWLRQ<HWWKHGHYHORSPHQWRIVRFLDOFDSLWDOLVYLWDOLQSRVW
LQGXVWULDO VRFLHW\ SDUWLFXODUO\ IRU WKRVH ZKRVH GLVDGYDQWDJH KDV FRPSOLFDWHG WKHLU
RSSRUWXQLWLHV WR GHYHORS KXPDQ FDSLWDO 'R\OH  7KH LQFOXVLRQ RI SV\SUDFWLWLRQHUV LQ

  
WKHVH RUJDQLVDWLRQV ZKLFK UHO\ RQ HFRQRPLVHG FRQVWUXFWLRQV RI WKH LQGLYLGXDO DQG RI
HPSOR\DELOLW\ZDVWKXVFRQVWUXFWHGDVGLVFXUVLYHO\GLVFRUGDQW
7KHVH FRQWUDVWV EHWZHHQ SV\FKRORJLFDO SUDFWLFH DQG VRFLDO HQWUHSUHQHXUVKLS DSSHDU WR
HPSKDVLVHLQFRPSDWLELOLWLHVEHWZHHQGLVFLSOLQDU\SRZHUDQGQHROLEHUDOVHOIPDQDJHPHQWLQ
UHODWLRQ WR HFRQRPLF SURGXFWLYLW\ <HW )RXFDXOGLDQ FULWLTXH LQ IDFW LQVLVWV XSRQ WKH SV\
GLVFLSOLQHV·LQKHUHQWDOLJQPHQWZLWKQHROLEHUDOLVPDQGWKHLUUROHDVWHFKQRORJLHVRIQHROLEHUDO
VXEMHFWLYLWLHV WKDW FUHDWH VXEMHFWV ZKR DUH XVHIXO WR QHROLEHUDOLVP 7KLV VLPLODULW\ EHWZHHQ
VRFLDO HQWUHSUHQHXUVKLS DQG SV\SUDFWLFH QRWZLWKVWDQGLQJ WKH SDUWLFLSDQWV VXJJHVWHG WKDW
WKHLUSUDFWLFHVZRXOGQRWEHQHILWIURPSURIHVVLRQDOSV\SUDFWLFHZLWKLQWKHLUZRUNVHWWLQJ7KH
IROORZLQJ SV\FKRDQDO\WLF LQVLJKW PD\ RIIHU DQ H[SODQDWLRQ IRU UHVLVWDQFH LQ VSLWH RI WKH
VLPLODULW\LQQHROLEHUDOIXQFWLRQ,WKLJKOLJKWVWKHVHOILQYHVWLQJFDSDFLWLHVRIQHROLEHUDOLVP
´7KHH[FOXVLRQVXQGHUQHROLEHUDOLVPGRQRWRQO\UHODWHWRWKHNLQGVRIVXEMHFWVWKDWGR
QRW KDYH WKH UHVRXUFHV WR EHFRPH HQWUHSUHQHXULDO«,I WKH FRQVWLWXWLRQ RI
HQWUHSUHQHXULDO VXEMHFWLYLWLHV LQYROYHVRWKHULQJH[FOXVLRQDU\SURFHVVHVPD\ OLHDW WKH
KHDUWRIQHROLEHUDOLVP6FKDUII
7KLVVXJJHVWVWKDWH[FOXVLRQLVQRWRQO\DPDWWHURIUHVLVWLQJWKRVHZKRDUHQRWFDSDEOHRIVHOI
PDQDJHPHQW([FOXVLRQLVVHHPLQJO\DUHTXLUHPHQWRIQHROLEHUDOLVPWKDWIDFLOLWDWHVWKHQHR
OLEHUDO DJHQW·V LQGLYLGXDOLVDWLRQ WKURXJK ´RWKHULQJµ SURFHVVHV WKDW ZRUN WR PHGLDWH VHOI
YDOLGDWLRQDWWKHH[SHQVHRI´RWKHUYDOLGDWLRQµ7KHGLVFXVVLRQZLOOQRZJRRQWRFRQVLGHUKRZ
WKLVSV\FKRDQDO\WLFQRWLRQRIRWKHULQJ"PLJKWUHODWHWRWKHZRUNRIVRFLDOHQWHUSULVHVRQO\DV
DSRLQWRIGLVFXVVLRQ
& ([WUD'LVFXUVLYH&RQVLGHUDWLRQV
7KXV IDU WKHDQDO\WLF UHVXOWVDQGGLVFXVVLRQKDYH VXJJHVWHG WKDWGLVFRXUVH LVVXHVRISRZHU
DQGFRQIOLFWV LQSUDFWLFHPDLQWDLQWKHLQFRPSDWLELOLW\VHHQEHWZHHQVRFLDOHQWUHSUHQHXUVKLS
DQGSV\SUDFWLFH7KLVPD\EHDWWULEXWHGWRWKHSV\GLVFLSOLQHV·FRQVWUXFWLRQDVD´GLVFLSOLQDU\
SRZHUµ 7KHVH SDUWLFLSDQWVDSSHDU WR FRPPRQO\ UHVLVW GLVFLSOLQDU\ SRZHU DQG FULWLFLVH WKH

  
ZD\VLQZKLFKLWFUHDWHVGHSHQGHQWVHOIOLPLWHGFOLHQWVZKRDUHLQWXUQQRWYLDEOHWRIXQFWLRQ
ZLWKLQQHROLEHUDOVRFLHW\
,QDPDQQHURI VHHNLQJ´FRQVHQVXV WKHGLVFXVVLRQDLPHG WRFRQWH[WXDOLVH WKHSDUWLFLSDQWV·
UHVLVWDQFHWKURXJKDOLJKWO\JHQHDORJLFDODQDO\VLVRIWKHSV\GLVFLSOLQHSUDFWLFHUROHLQVRFLHW\
DQG LQ VRFLDO H[FOXVLRQ 7DNLQJ WKLV SHUVSHFWLYH HPSKDVLVHG WKDW SV\GLVFLSOLQHV KDYH
KLVWRULFDOO\VHUYHGDPRGHUQLVW IXQFWLRQRIH[FOXGLQJ´LUUDWLRQDOµ LQGLYLGXDOVIURPVRFLHW\7KH
SDUWLFLSDQWV· UHVLVWDQFH VXJJHVWV WKDW WKLV KLVWRU\ RI SV\SUDFWLFH SHUKDSV FRQWLQXHV WR
LQIOXHQFH WKH SV\GLVFLSOLQHV· SHUFHLYHG LGHQWLW\ DQG XQIDYRXUDEO\ VR LQ SRVWPRGHUQ QHR
OLEHUDO VRFLHW\ <HW )RXFDXOGLDQ FULWLTXH LQ IDFW LQVLVWV XSRQ WKH SV\GLVFLSOLQHV· LQKHUHQW
DOLJQPHQWZLWK QHROLEHUDOLVP DQG LWV UROH DV D WHFKQRORJ\ RI QHROLEHUDO VXEMHFWLYLWLHV WKDW
FUHDWHVLQGLYLGXDOVZKRDUHSDUWLFXODUO\XVHIXOWRQHROLEHUDOLVP
:LWKWKLVDOLJQPHQWLQPLQGWKHRWKHULQJQRWHGDPRQJWKHSDUWLFLSDQWVGRHVQRWVHHPWREH
DGHTXDWHO\DFFRXQWHG IRU WKURXJKSXUHO\GLVFXUVLYHPHDQV %XW )'$RQO\DLPV WR IDFLOLWDWH
DEGXFWLYHH[SODQDWLRQV LH WKHPRVWHFRQRPLFH[SODQDWLRQ([SOLFLWO\ VXFKDQH[SODQDWLRQ
FRXOG EH VXPPDULVHG LQ WKH IROORZLQJ PDQQHU WKH LQFRPSDWLELOLWLHV VHHQ EHWZHHQ SV\
SUDFWLFHDQGVRFLDOHQWUHSUHQHXUVKLSUHIOHFWGLVFXUVLYHWHQVLRQVEHWZHHQWKHSV\GLVFLSOLQHV·
GLVFLSOLQDU\LGHQWLWLHVDQGWKHQHROLEHUDOGHPDQGIRUDXWRQRPLVDWLRQZLWKRXWVWDQGDUGLVDWLRQ
ZKLFKPDQLIHVWVLQVRFLDOHQWHUSULVHV
6WLOO )RXFDXOW FULWLFLVHV WKH SV\GLVFLSOLQH IRU WKHLU FDSDFLWLHV DV WHFKQRORJLHV RI QHROLEHUDO
VXEMHFWLYLW\ :LWK 6FKDUII·V  SV\FKRDQDO\WLF VWDWHPHQW UHJDUGLQJ QHROLEHUDOLVP·V
LQHYLWDEOHRWKHULQJRUH[FOXVLRQLWPD\EHSRVVLEOHWRLGHQWLI\D´EHWWHUµH[SODQDWLRQWKURXJK
DQ H[WUDGLVFXUVLYH VLPLODUO\ SV\FKRDQDO\WLF FRQVLGHUDWLRQ RI WKH VRFLDO HQWHUSULVHV
RUJDQLVDWLRQDO PRWLYDWLRQ³DVVXPLQJ WKDW WKHUH LV LQGHHG DQ LQQHU OLIH WR KRXVH LW³DQG LWV
LQWHUDFWLRQZLWKGLVFRXUVH7KHFKRLFHWRIRFXVRQSV\FKRDQDO\WLFFRQVLGHUDWLRQVLQSDUWLFXODU
LVDOVRLQIRUPHGE\WKHIDFWRISV\FKRVRFLDOVWXGLHV
&RQWURYHUVLDOO\VRSV\FKRVRFLDOPHWKRGRORJLHVYDOLGDWHWKHUHLQVHUWLRQRISV\FKDQDO\VLV LQWR
VRFLDO VFLHQFHV ,W LV FRQWURYHUVLDO EHFDXVH SRVWVWUXFWXUDOLVP ´UHVLVWV WKH WRSGRZQ H[SHUW

  
NQRZOHGJHHSLVWHPRORJLFDOVWUDWHJLHVRISV\FKRDQDO\VLVZLWKWKHLUDSSDUHQWFHUWDLQWLHVDERXW
WKHWUXHQDWXUHRIKXPDQVXEMHFWLYLWLHVµ)URVKDQG%DUDLWVHU+RZHYHUDVWKHVHDXWKRUV
JRRQWRVKRZDSV\FKRDQDO\WLFSHUVSHFWLYHPD\EHXVHIXO LQWKH´VRSKLVWLFDWLRQRILWVLGHDV
DERXW HPRWLRQDO LQYHVWPHQW DQG IDQWDV\ZKLFK FDQ RIIHU WKLFNHQLQJ RU HQULFKPHQW RI WKH
LQWHUSUHWDWLYHXQGHUVWDQGLQJEURXJKWWREHDURQSHUVRQDOQDUUDWLYHVDULVLQJRXWRI LQWHUYLHZ
VLWXDWLRQVµ )URVK DQG %DUDLWVHU  S  ,PSRUWDQWO\ LW PD\ RIIHU FRQVFLRXV DQG
XQFRQVFLRXV UHDVRQV EHKLQG VSHFLILF LQGLYLGXDOV· LQYHVWPHQW LQ DQ\ UKHWRULFDO RU GLVFXUVLYH
SRVLWLRQ
,Q VSLWH RI WKH SKLORVRSKLFDO WHQVLRQV EHWZHHQ VRFLDO FRQVWUXFWLRQLVW GLVFRXUVH DQG
SV\FKRDQDO\VLVWKHLUPHWKRGRORJLFDO LQWHJUDWLRQZKLFKLVH[HPSOLILHGLQ/DFDQLDQGLVFRXUVH
DQDO\VLVPDNHVLWSRVVLEOHWRFRQIURQWWKHOLPLWDWLRQRI)'$UHJDUGLQJLWVGLVPLVVDORIDJHQF\RU
VXEMHFWLYLWLHVWKDWLQWHUDFWZLWKUDWKHUWKDQUHO\XSRQGLVFRXUVH+RZHYHUWKHSV\FKRDQDO\WLF
FRQVLGHUDWLRQV WKDW IROORZ DUH RQO\ SUHVHQWHG DV D SRLQW RI GLVFXVVLRQ OLNH WKH UHVW RI WKLV
GLVFXVVLRQFKDSWHU,WGRHVQRWDLPWRSUHVHQWDQ\RQHFRQWH[WXDOLVLQJH[SODQDWLRQDVWUXHEXW
VHHNV WRKLJKOLJKWSRLQWVRIDOLJQPHQWRUFRQVHQVXVEHWZHHQWKHUHVXOWVRI WKLV UHVHDUFKDQG
H[LVWLQJ OLWHUDWXUH 7KH WXUQ WR SV\FKRDQDO\WLF WKRXJKW DOORZV VRPH H[SORUDWLRQ RI KRZ WKH
UHVXOWVDOLJQZLWKH[LVWLQJOLWHUDWXUHWKDWLVVLPLODUO\FRQFHUQHGZLWKQHROLEHUDOGLVFRXUVHDQGLWV
SHUYDVLYH LQIOXHQFH RQ WKH VRFLDO FRQWH[W 7R KDYH FRQVLGHUHG RWKHU WKHRULHV ZRXOG KDYH
DOORZHGDQDSSUHFLDWLRQRIDOWHUQDWLYHH[SODQDWLRQVVXFKDVVRFLDOLGHQWLW\WKHRU\+RZHYHU
LWZDVFRQVLGHUHGPRUHPHDQLQJIXO WR VHHN´GHHSHUµ UDWKHU WKDQDOWHUQDWLYHH[SODQDWLRQV
WKDW VHHPLQJO\SLFNXSZKHUH)'$H[SODQDWLRQVDUHFRQWHQW WRHQG )XUWKHUPRUHP\RZQ
H[SRVXUHWRSV\FKRDQDO\WLFWKLQNLQJRQWKLV&RXQVHOOLQJ3V\FKRORJ\FRXUVHKDVLQIRUPHGP\
RZQXQGHUVWDQGLQJRIVXEMHFWLYHH[SHULHQFHDQGKDVRIIHUHGDVXEMHFWLYHO\PHDQLQJIXOOHQV
WKURXJKZKLFKWRYLHZSUDFWLFH
& 1HZ3XEOLF0DQDJHPHQWRI$Q[LHW\
/DFDQLDQWKHRU\RIIHUVWKHRSSRUWXQLW\WRWDNHDQH[WUDGLVFXUVLYHSHUVSHFWLYH6M|KROP
RQ WKHVH LQWHULQVWLWXWLRQDO SRZHU G\QDPLFV DQG DOORZV D FRQVWUXFWLRQ RI ZKDW SRWHQWLDOO\
PRWLYDWHV WKH VRFLDO HQWHUSULVHV· ZRUN WR FUHDWH WKH HIIHFWV VHHQ 7KHVH PD\ KLJKOLJKW

  
LPSRUWDQW FRQWH[WXDO IDFWRUV WKDW ZRXOG LQIOXHQFH WKH SRWHQWLDO IRU VRFLDO MXVWLFH LI
SV\FKRORJLFDO SUDFWLFH ZHUH WR EH LQWHJUDWHG LQWR VRFLDO HQWUHSUHQHXULDO VHWWLQJV 8VLQJ
/DFDQ·VFRQVWUXFWRI´IDQWDV\µ6M|KROPLWLVSRVVLEOHWRVHHKRZVRFLDOHQWHUSULVHVPD\
LQ IDFW EH FRPSOLFLW LQ LPSRUWDQW ´RWKHULQJµ H[FOXVLRQDU\ SURFHVVHV IDFLOLWDWHG E\ QHR
OLEHUDOLVP*XQGHUDSSOLHVWKLVNLQGRIDQDO\VLVWRDIIRUGDEOHKRXVLQJDQGFLYLOSODQQLQJ
LQDQHROLEHUDOFRQWH[W+LVDSSOLFDWLRQRI/DFDQLDQWKHRU\WRVXFKVRFLHWDOG\QDPLFVZKLFK
LV UHODWLYHO\ XQFRPPRQ *XQGHU  ZLOO EH FRQVLGHUHG LQ DQ HIIRUW WR XQGHUVWDQG WKH
VRFLHWDO UROHV WKDW VRFLDO HQWHUSULVHV XQGHUWDNH LQ UHODWLRQ WR VRFLDO LQFOXVLRQ WR WKHLU
XQHPSOR\HGFOLHQWVDQGWRQHROLEHUDOLVP
)LUVWO\ LW LV QHFHVVDU\ WR DFNQRZOHGJH WKDW WKHUH LV VLJQLILFDQW VRFLHWDO DQ[LHW\ DWZRUN 7KLV
/DFDQLDQGHULYHGDSSURDFKH[SRVHVWKHIDFWWKDWVRFLHW\LVLQIDFWGULYHQWRVLPSOLI\´DQ[LHW\
SURYRNLQJFRPSOH[LW\DVZHOODV LWVPDQ\ LQFRQVLVWHQFLHVDQGXQFHUWDLQWLHVµ *XQGHU
*XQGHU  DWWULEXWHV VRPH RI WKLV DQ[LHW\SURYRNLQJ FRPSOH[LW\ WR WKH WUDXPD RI
VHSDUDWLRQWKDW WKHQHROLEHUDO VRFLHW\KDVVXIIHUHGIROORZLQJWKHGLVPDQWOLQJRI WKHZHOIDUH
VWDWH+HVKRZVWKDWWKLVGLVPDQWOLQJKDVEURXJKWRQDXQLTXHVRFLHWDODQ[LHW\UHODWHGWRWKH
WUDXPD RI DEDQGRQPHQW VHSDUDWLRQ ,W LV VXVWDLQHG E\ QHROLEHUDOLVP·V LQVLVWHQFH XSRQ
GHFHQWUDOLVDWLRQIUDJPHQWDWLRQDQG LQGLYLGXDOLVDWLRQ$V.XPPLWKDVWDWHV WKHJDSLQ
ZHOIDUHSURYLVLRQWKDWIROORZHGWKLVGLVPDQWOLQJWULJJHUHGWKHVRFLDOHQWHUSULVHPRYHPHQWDQG
VRLWIROORZVWKDWWKHVRFLHWDOUROHRIVRFLDOHQWHUSULVHVLVLQUHVSRQVHRUUHODWLRQWRWKLVVRFLHWDO
DQ[LHW\
/D\WRQKLJKOLJKWVWKDWWKHUHDUHDGGLWLRQDOVRXUFHVRIVRFLHWDODQ[LHW\6KHVKRZVWKDW
ZKLOH WKHQHROLEHUDO IDQWDV\ LVSULPDULO\RQHRI LQGHSHQGHQFH LWFRH[LVWVZLWKD VHFRQGDU\
DQG FRQWUDGLFWRU\ IDQWDV\ RI GHSHQGHQFH +RZHYHU WKLV IDQWDV\ RI GHSHQGHQFH LV
GDPQLQJZLWKLQWKHFRQWH[WRIQHROLEHUDOLVPDQGVRH[LVWVDV\HWDQRWKHUVRXUFHRIDQ[LHW\
7KH WUDXPD RI VHSDUDWLRQ DQG WKH GDPQDWLRQ DVVRFLDWHG ZLWK
GHSHQGHQFHLQWHUFRQQHFWHGQHVVZRUNWRJHWKHUWRFUHDWHWKLVVRFLHWDODQ[LHW\%RWKFDQEH
DWWULEXWHG WR QHROLEHUDO DJHQGDV 7KHUHIRUH LW LV DUJXHG KHUH WKDW VRFLDO HQWHUSULVHV
SDUWLFLSDWHLQWKHPDQDJHPHQWRIVRFLHWDODQ[LHW\EURXJKWRQE\QHROLEHUDOLVP·VGLVPDQWOLQJ

  
RIVRFLHW\ ,WFRXOGEHVDLGWKDWDVDJHQWVRIQHROLEHUDOLVP WKHVRFLDOHQWHUSULVHVDUH UHOLHG
XSRQWRUHVROYHWKHLVVXHVWKDWQHROLEHUDOLVPSURYRNHV
6RFLDOHQWHUSULVHVZRUNWRZDUGDQ LPSRVVLEOH/DFDQLDQ IDQWDV\RIVRFLHWDOZKROHQHVVVRFLDO
LQFOXVLRQ7KHNLQGRIXWRSLDQIDQWDV\WKDWVRFLDOHQWHUSULVHVFRPPLWWR LVDV/DFDQSXUSRUWV
VSHFLILFDOO\ ERUQH RXW RI DQG UHOLDQW RQ ODFN ,W DOORZV WKHPDLQWHQDQFH RI D GHVLUH WKDW LV
LPSRVVLEOHWRIXOILO:LWKLQWKLVWKHRU\WKLVGHVLUHZKLFKUHTXLUHVODFNLQRUGHUWREHPDLQWDLQHG
UHODWHV EDFN WR WKH ODFN WKDW DQ LQIDQW H[SHULHQFHV DIWHU WKH ILFWLRQ RI ZKROHQHVV ZLWK LWV
PRWKHUJLYHVZD\WRWKH´WUDXPDRIVHSDUDWLRQIURPWKHPRWKHUµ*XQGHUDVWKHFKLOG
LVLQFUHDVLQJO\VRFLDOLVHGWRWKHV\PEROLFRUGHURIODQJXDJH7KHH[SHULHQFHDZDUHQHVVRIWKLV
VHSDUDWLRQLVWUDXPDWLFWRVXFKDQH[WHQWWKDWWKHLQIDQWFRQWLQXDOO\WULHVWRUHFUHDWHWKDWORVW
ZKROHQHVVIXOILOPHQW EXW FRQWLQXDOO\ IDLOV *XQGHU  7KDW VHSDUDWLRQ ZLOO QHYHU EH
XQGRQH ,Q WKLV IDLOXUH WKH LQIDQW WKHQ UHVRUWV WR IDQWDVLHVRIZKROHQHVV WKDWSURWHFWDJDLQVW
WKH´DQ[LHW\DVVRFLDWHGZLWKWKHLGHDWKDWWKHUHLVQRXOWLPDWHJXDUDQWHHµ*XQGHURI
UHLQVWDWHG ZKROHQHVV *XQGHU  GHPRQVWUDWHV WKDW WKH VRFLHWDO WUDXPD RI VHSDUDWLRQ
DQG LWV SURWHFWLYH IDQWDVLHV RI VRFLDO LQFOXVLRQ FDQ EH XQGHUVWRRG LQ WKH VDPH ZD\ DV
GHVFULEHGDERYH/LNHWKHLQIDQWWKHGLVPDQWOHGQHROLEHUDOSRVWZHOIDUHVWDWHPDLQWDLQVDQ
H[SHFWDWLRQWKDWVLPLODUZKROHQHVVZLOOHYHQWXDOO\EHHVWDEOLVKHGHYHQLI LWGRHVQRWDSSHDU
SUHVHQWO\SRVVLEOH ,Q IDFWDFFRUGLQJWR/DFDQ WKHHOXVLYHQHVVRI WKLVGHVLUH LVSDUDGR[LFDOO\
VDWLVI\LQJEHFDXVHLWPDLQWDLQVWKHUHTXLUHPHQWRIWKHIDQWDV\
+RZHYHU*XQGHUKLJKOLJKWVWKHIROORZLQJ
´7KH PRUH LQYHVWHG ZH DUH LQ WKH JXDUDQWHH WKDW IDQWDV\ FRQMXUHV WKH PRUH
VXVFHSWLEOHZHEHFRPHWRZKDWZHFRXOGFDOOWKH¶WKHIWRIHQMR\PHQW·VWHPSWDWLRQµ
ZKLFK ´LQYROYHVSURMHFWLQJ WKH LQKHUHQW LPSRVVLELOLW\ RQWRDQH[WHUQDO ILJXUHZKR LV
WKHQWUHDWHGDVDQREVWDFOHWRWKHUHDOLVDWLRQRIRXULGHDOV*O\QRVS
7KLV´WKLHYLQJRWKHUµLVVXEMHFWLILHGDVDVFDSHJRDWZKRIXQFWLRQVWRDFFRXQWIRUWKHFXUUHQW
DQG LQHYLWDEOH IDLOXUH RI WKH IDQWDV\ ,Q VR GRLQJ WKH VFDSHJRDWPDNHV LW SRVVLEOH IRU WKH
VRFLHWDO IDQWDV\·V SRVVLELOLW\ RI IXWXUH IXOILOPHQW WR UHPDLQ LQWDFW WKRXJK LW LV FRQVWDQWO\

  
SRVWSRQHG 7KH VFDSHJRDWDOVR IXQFWLRQV WR H[SODLQDQGSUHVHUYH WKH VWDWHRI ODFN WKDW LV
UHTXLUHG WRPDLQWDLQ WKH IDQWDV\ ,Q IDFW WKH IDLOXUH WKDW LV DWWULEXWHG WR WKH VFDSHJRDW LV
UHTXLUHG WR PDLQWDLQ WKH LPSRVVLEOH IDQWDV\ ZKLFK LV LWVHOI YLWDO DV LW GHIHQGV DJDLQVW WKH
WHUULI\LQJ ´5HDOµ *XQGHU :LWKLQ WKLV FRQFHSWXDOLVDWLRQ WKLV VHFWLRQ RI WKH GLVFXVVLRQ
DUJXHV WKDW WKH XQHPSOR\HG EHQHILWVHHNHU IXQFWLRQV DV ´QRWKLQJ EXW D IHWLVKLVWLF
HPERGLPHQWRIDFHUWDLQIXQGDPHQWDOEORFNDJHµ=L]HNSWRWKHIDQWDV\RIVRFLDO
LQFOXVLRQ
$FFRUGLQJWRV\VWHPVSV\FKRG\QDPLFVD ODUJHUV\VWHPVXFKDVDVRFLHW\WKDW LVXQDEOHWR
FRQWDLQ LWV RYHUZKHOPLQJ DQ[LHW\ UHOLHV RQ DQ[LHW\PDQDJHPHQW SURFHVVHV RI H[SXOVLRQ RU
H[FOXVLRQ ZKLFK ULG WKH V\VWHP RI WKH HQWLWLHV WKDW FDXVH DQ[LHW\ 2EKRO]HU DQG 5REHUWV
 ,Q WKLV FDVH WKH HOXVLYHQHVV RI WKH LQIDQWLOH GHVLUH IRU ZKROHQHVV DQG WKH UHODWHG
VHFRQGDU\ IDQWDV\ RI GHSHQGHQFH GHVFULEHG E\ /D\WRQ  FDXVH VLJQLILFDQW VRFLHWDO
DQ[LHW\ EXWEHFDXVH WKH\ FDQQRW EH H[SOLFLWO\ DFNQRZOHGJHG $V VXFK WKHVH VRXUFHV RI
DQ[LHW\ DUH SURMHFWHG LQWR WKH H[FOXGDEOH XQHPSOR\DEOH VFDSHJRDWV ZKR FDQ DOUHDG\
LGHQWLI\ ZLWK XQDFFHSWDEOH GHSHQGHQFH KDYLQJ EHHQ GLVDEOHG E\ VRFLDO LQHTXDOLWLHV
WKHPVHOYHV 7KRXJK WKHVH VFDSHJRDWV DUH UHOLHG XSRQ E\ WKH V\VWHP WR HPERG\ ZKDW
FDQQRWEHFRQVFLRXVO\H[SHULHQFHGWKURXJKSURMHFWLYHLGHQWLILFDWLRQ2EKRO]HUDQG5REHUWV
WKH\DUHH[SHOOHGIURPWKHV\VWHPEHFDXVHRI WKDWHPERGLPHQW7KHVRFLDOH[FOXVLRQ
WKDW LV WKHUHIRUH VHHQ LQ WKH VRFLHW\ FDQ DFFRUGLQJ WR V\VWHPLF DSSOLFDWLRQV RI
SV\FKRDQDO\WLF WKHRU\ FDQ EH FRQFHLYHG RI DV D PHDQV RI DQ[LHW\ PDQDJHPHQW 5L]T
GHVLJQHG WR ULG WKH V\VWHPRI WKHVH LQGLYLGXDOVZKR LQVWLJDWH VRFLHWDODQ[LHW\DV WKH\
HPERG\ WKH V\VWHP·V GDPQLQJ XQFRQWDLQDEOH GHVLUHV RI GHSHQGHQFH +RZHYHU WKH
VFDSHJRDWVDUHDOVRNHSW LQSUR[LPLW\ IRU WKHSXUSRVHVRI VFDSHJRDWLQJ WKURXJK WKH VRFLDO
LQFOXVLRQHIIRUWVRIVRFLDOHQWHUSULVHV
6RFLDO HQWHUSULVHVDQG WKLUGZD\SROLF\PDLQWDLQ WKDW WKLV IDQWDV\ZLOO EHDFKLHYHG WKURXJK
SURFHVVHVRIDFWLYDWLRQDQGUHDWWDFKPHQWWRWKHODERXUPDUNHW0F4XDLG7KHUHODWHG
SUDFWLFHV ZKLFK PDQLIHVW LQ OLIHORQJ OHDUQLQJ DQG YRFDWLRQDO UHKDELOLWDWLRQ SURPLVH WKDW
KXPDQLVWLF SRWHQWLDOVZLOO EH HIIHFWLYHO\ DQGDGHTXDWHO\PD[LPLVHG ,W LV DUJXHG KHUH WKDW

  
WKHVHDJHQGDVUHO\XSRQSURFHVVHVWKDWH[SDQGDQGEOXUWKRVHVRFLHWDOERXQGDULHVWRHQVXUH
IXOO HPSOR\PHQWLQFOXVLRQ +RZHYHU LQ VR GRLQJ WKH\ OLPLW ZKDW V\VWHPV SV\FKRG\QDPLFV
2EKRO]HUDQG5REHUWVZRXOG LGHQWLI\DV WKHVRFLHWDO V\VWHPV·FDSDFLW\ WRFRQWDLQ LWV
RYHUZKHOPLQJDQ[LHW\
)RUWKHSXUSRVHVRIVRFLDOLQFOXVLRQWKHERXQGDULHVDWZKLFKWKHVRFLDOHQWHUSULVHVRSHUDWHDV
JDWHNHHSHUV PXVW UHPDLQ SHUPHDEOH +RZHYHU WKLV FRPSOLFDWHV WKH VRFLHWDO ERXQGDULHV·
FDSDFLWLHV WR FRQWDLQ LWV RYHUZKHOPLQJ DQ[LHW\ 2EKRO]HU DQG 5REHUWV  WKXV
QHFHVVLWDWLQJ H[FOXVLRQ 0HDQZKLOH WKH VRFLDO HQWHUSULVHV PXVW GUDZ WKH ´XQHPSOR\DEOHµ
VFDSHJRDWV LQWRREOLJLQJSDWHUQDOLVWLF UHODWLRQVKLSV WRHQVXUH WKDW WKH VFDSHJRDW LV LQQHDU
HQRXJKSUR[LPLW\WRHPERG\WKHHOXVLYHIDQWDV\·VIXQGDPHQWDOEORFNDJHZKLFKWKHVRFLHW\
UHTXLUHVLQRUGHUWRPDQDJHWKHRWKHUZLVHXQFRQWDLQDEOHWUDXPDRIVHSDUDWLRQWKH´5HDOµ
7KLV GLVFXVVLRQ WKHUHIRUH DUJXHV WKDW QHROLEHUDOLVP FDXVHV DQG PDLQWDLQV XQFRQWDLQDEOH
VRFLHWDO DQ[LHW\ +RZHYHU VRFLDO HQWHUSULVHV DUH UHOLHG XSRQ WKURXJK QHROLEHUDO 7KLUG:D\
GLVFRXUVHWRZRUN WRZDUGVD IDQWDV\RI LQFOXVLRQ7KHVRFLDOHQWHUSULVHVSDUWLFLSDWH LQWKLVE\
HQVXULQJWKDWWKHUHTXLUHGVFDSHJRDW LH WKHXQHPSOR\DEOHFOLHQW LVDYDLODEOHWRDFFRXQW
IRU WKH IDLOXUH RI WKH IDQWDV\ +RZHYHU LQ EOXUULQJ WKH ERXQGDULHV WRZDUG IDQWDVLHV RI
ZKROHQHVV WKH VRFLHW\·V DELOLWLHV WR FRQWDLQ LWV UHODWHG DQ[LHW\ DUH GHFUHDVHG VXFK WKDW
H[FOXVLRQ LV HYHQ PRUH QHFHVVDU\ 6RFLDO HQWHUSULVHV WKXV SOD\ D UROH LQ PDLQWDLQLQJ WKH
WHQXRXV HTXLOLEULXP WKDW LV H[LVWV EHWZHHQ VRFLDO LQFOXVLRQ DQG H[FOXVLRQ RQ DFFRXQW RI
VRFLHWDODQ[LHW\
,Q WKLV LOOXVWUDWLRQ RI H[WUDGLVFXUVLYH PHFKDQLVPV WKHUH LV D ULVN RI XQGHUPLQLQJ WKH VRFLDO
HQWHUSULVHV· VLWXDWHG FDSDFLW\ IRU UHVLVWDQFH 'H\  )RU H[DPSOH *XQGHU 
GHPRQVWUDWHV WKDW GHVSLWH WKH XQDFFHSWDELOLW\ RI GHSHQGHQFH WKH SULPDU\ IDQWDV\ RI
LQGHSHQGHQFHSHUPLWV´QHZVXEOLPDWLRQV IRUDOWHUQDWLYH>GHSHQGHQFH@ IDQWDVLHVµ *XQGHU
 WKDW FDQ EH DFFRPPRGDWHG ZLWKLQ QHROLEHUDOLVP $QG VR IDQWDVLHV RI EHFRPLQJ
DXWRQRPRXV PD\ EH LQQRYDWHG WR WDNH WKH IRUP RI QHROLEHUDO SDWHUQDOLVWLF SUDFWLFHV
ZKHUHE\ GHSHQGHQFH LV FRQVWUXFWHG DV D QHFHVVLW\ WKDW VHUYHV DXWRQRP\ $V VXFK WKH

  
SDWHUQDOLVWLF UHODWLRQVKLS WKDW FKDUDFWHULVH WKH VRFLDO HQWHUSULVHV· ZRUN FDQ EH YLHZHG LQ
PXOWLSOHZD\VZKLFKLVLPSRUWDQWWRPDLQWDLQDVWKHGLVFXVVLRQZLOOQRZVKRZ
& 6RFLDO(QWUHSUHQHXUVKLS*RYHUQPHQWDOLW\DQG6RFLDO-XVWLFH
.HOO\ HW DO  DUJXH ´VRFLDO HQWHUSULVHEDVHG WUDQVLWLRQDO ODERXUPDUNHW SURJUDPPHV
7/03V >VXFK DV WKRVH UHSUHVHQWHG E\ WKLV SURMHFW·V SDUWLFLSDQWV@ FDQ EH XQGHUVWRRG
IROORZLQJ)RXFDXOWDVQHROLEHUDOWHFKQRORJLHVRIWKHVHOIµ7KDWQRWZLWKVWDQGLQJ'H\
OLNH*XQGHUSURSRVHVWKDWLWLVQDwYHWRWKLQNRIVRFLDOHQWHUSULVHVRQO\LQQHJDWLYHWHUPV
RUWREHVHGXFHGE\WKH LGHDWKDWVRFLDOHQWUHSUHQHXUVKLS LVDGHWHUPLQLVWLFPHFKDQLVPVRI
GRPLQDQWGLVFRXUVHWKDWFDQRQO\REOLJHQHROLEHUDOLVPDQGFUHDWHHQWHUSULVLQJVXEMHFWLYLWLHV
DOLJQHGZLWKWKHLQWHUHVWVRIGRPLQDQWJURXSV$V)RXFDXOWZDVZHOODZDUH¶WKHUHLVQR
UHODWLRQVKLSRISRZHUZLWKRXWWKHPHDQVRIHVFDSHRUSRVVLEOHIOLJKW·S
7KH QHROLEHUDO LQWHQWLRQV GHVLJQHG IRU VRFLDO HQWUHSUHQHXUVKLS WR LPSOHPHQW DUH VKRZQ WR
GLIIHUIURPWKHUHDOLW\RIWKHVRFLDOHQWHUSULVHV·SUDFWLFH'H\7KHVRFLDOHQWUHSUHQHXUV·
DJHQF\ WKRXJKQRW WRWDO LV DFWLYH WR WKHH[WHQW WKDW ´SUDFWLWLRQHUV LQ WKH VRFLDOHQWHUSULVH
VHFWRUFKRRVHRUFUHDWLYHO\FRPELQH GLVFRXUVHVZKLFKDUHDYDLODEOH WR WKHPDWDQ\JLYHQ
WLPHµ'H\DVWKHSDUWLFLSDQWVKDYHGRQH7KLVDVVHUWLRQLPSRUWDQWO\FRQWH[WXDOLVHVWKH
FRPELQDWLRQRISV\FKRORJLFDODQGHFRQRPLFGLVFRXUVHVVHHQ LQ WKHSDUWLFLSDQWV· ODQJXDJH
DQGGLVFXVVHGHDUOLHU
'H\FRQWLQXHV
´6XFKGLVFXUVLYHSURFHVVHVFDQEHVHHQDVDFWVRIUHVLVWDQFHDVSUDFWLWLRQHUVDFKLHYH
WR DSSURSULDWH WKH LQLWLDO LQWHQW RI ´VRFLDO HQWUHSUHQHXUVKLSµ VR DV WR SURGXFH
DOWHUQDWLYHIRUPVRILGHQWLW\'H\DQG7HDVGDOH&RQVHTXHQWO\DOWKRXJKLWPD\
EHLPSRVVLEOHWRFRPSOHWHO\VWHSRXWVLGHRIWKHLQIOXHQFHRI´VRFLDOHQWUHSUHQHXUVKLS   
SUDFWLWLRQHUV LQ WKH VRFLDO VHFWRU PLJKW QHYHUWKHOHVV ILQG ZD\V WR FUHDWH PHDQLQJ
ZKLFK WUDQVJUHVVHV WKH SURJUDPPDEOH UHDOLW\ RI JRYHUQPHQWDO UHDVRQ 'H\ 
Sµ

  
'H\  VKRZV WKDW PDFURSHUVSHFWLYHV DQG PLFURSHUVSHFWLYHV RI VRFLDO HQWHUSULVHV·
JRYHUQPHQWDOLW\ H[LVW DQG LPSRUWDQWO\ FRQIOLFW $QG VR LW LV SRVVLEOH WR WDNH D PXOWL
GLPHQVLRQDO YLHZ RI WKH SRZHUV WKDW PRWLYDWH WKH VRFLDO HQWUHSUHQHXU WR IRUP WKRVH
SDWHUQDOLVWLF UHODWLRQVKLSV WKDW VXEMHFW WKHLU FOLHQWV WR GLVHPSRZHULQJ SRZHU UHODWLRQV 'H\
HFKRHV1HDORQ·VDVVHUWLRQWKDW´UHVLVWDQFHLVHYHU\ZKHUHµDQGDSURGXFWRIWKH
VDPHJRYHUQPHQWDOLW\WKDWLVXQGHUVWRRGWROLPLWVXEMHFWVZLWKLQWKHLURZQVXERUGLQDWLRQ
7KLV LV LQ OLQHZLWK%RQGL·V VXJJHVWLRQWKDWQHROLEHUDOLVP LVQRW LQHYLWDEO\GHWHUPLQLVWLF
DQGWKDWDFWLYLVWSUDFWLFHLVSRVVLEOHZLWKLQVRFLDOHQWHUSULVHVEHFDXVHRIWKHJRYHUQPHQWDOLW\
DIIRUGHG WR WKHPE\ WKHLUQHROLEHUDODJHQF\6KHHFKRHV WKHDVVHUWLRQ WKDWZKHUH WKHUH LV
SRZHU WKHUH LV D IUDJLOH VSDFH IRU UHVLVWDQFH 'H\  HYHQ ZLWKLQ WKH OLPLWV WKDW QHR
OLEHUDOLVPDQGGLVFRXUVH VHWV DURXQG WKH VXEMHFW·V XQGHUVWDQGLQJRI WKHPVHOYHVDQG RI WKH
ZRUOG7KHUHIRUHGHVSLWHWKHGLVHPSRZHULQJQHROLEHUDOSUDFWLFHVWKDWVRFLDOHQWHUSULVHVDUH
FDSDEOHRI IDFLOLWDWLQJ LW LV VWLOOPHDQLQJIXO WRDVN LI LQ VSLWHRIDOO WKDWKDVEHHQGLVFXVVHG
VRFLDO MXVWLFH FDQ EH XSKHOG E\ SV\SUDFWLWLRQHUV ZRUNLQJ LQ VRFLDO HQWHUSULVH VHWWLQJV WR
HQKDQFHHPSOR\DELOLW\
3HUKDSV WKH VRFLDO MXVWLFHTXHVWLRQ LV LQSDUWDQVZHUHGE\XQGHUVWDQGLQJZKDWKDSSHQV LQ
WKDWIUDJLOHVSDFHZKHUHLQDVXEMHFWFDQUHVLVWGRPLQDQWGLVFRXUVHIRUDOWHUQDWLYHGLVFRXUVHV
DV WKH SDUWLFLSDQWV RI WKLV VWXG\ GLG $V &HFK  VWDWHV VRFLDO MXVWLFH UHTXLUHV FXOWXUDO
VSDFHLQRUGHUIRUDJUHDWHUDZDUHQHVV$UJXDEO\WKLVLVWRUHIOH[LYHO\PDQDJHWKHGLVFXUVLYH
DFWLRQLQWKDWVSDFH
& 5HVLVWDQFH5HTXLUHV5HIOH[LYLW\
,QKLVFULWLFLVPRIQHRKXPDQLVWLFHFRQRPLFV6FDSHUODQGDKLJKOLJKWVWKHFDSDFLWLHVRI
GLVFRXUVHV WKDW UHVLVWQHROLEHUDOLVPWRXOWLPDWHO\VHUYHWKHQHROLEHUDO VXERUGLQDWLRQWKH\VHW
RXWWRUHVLVW)RUH[DPSOHKHGHPRQVWUDWHVWKHHFRQRPLFGHWHUPLQLVPWKDWLVPDLQWDLQHGLQ
QHRKXPDQLVWLF HFRQRPLFV DV KH FKDOOHQJHV WKH /XW] DQG /X[·  VXJJHVWLRQ WKDW
DFWXDOLVDWLRQ LV OLPLWHG WR HFRQRPLF SURGXFWLYLW\ +H FRQWLQXHV E\ VKRZLQJ WKDW QHR
KXPDQLVWLFHFRQRPLFV VXLWVDPRGHORIJRYHUQPHQW WKDWREOLJDWHVDVSLUDWLRQ LQ WKH IRUPRI

  
ZRUN+HFULWLFLVHVWKHPIRUFRQVWUXFWLQJWKHUHODWLRQVKLSEHWZHHQWKH LQGLYLGXDODQGVRFLHW\
DV XQFRPSOLFDWHG E\ WKH XQSUHGLFWDELOLW\ ZLWKZKLFK KXPDQV DQG LQVWLWXWLRQV LQWHUDFW 7KLV
GLVFXVVLRQ·V DSSOLFDWLRQ RI SV\FKRDQDO\WLF WKHRU\ WR XQGHUVWDQG WKH G\QDPLFV FUHDWHG E\
VRFLHWDODQ[LHW\VXJJHVWVWKDWWKHVHUHODWLRQVKLSVDUHQRWDWDOOXQFRPSOLFDWHG+RZHYHUWKH
SDUWLFLSDQWV·SRVLWLRQRI´QRWZDQWLQJWRNQRZµRIGLVDYRZDORI´NQRZOHGJHGLYRUFHGIURP
XQGHUVWDQGLQJµ +RJJHWW  LQ UHODWLRQ WR WKH OLNHO\ FRPSOH[LW\ RI WKHLU FOLHQWV·
YXOQHUDELOLW\ IRU H[DPSOH LV UHPLQLVFHQW RI 6FDSHUODQGD·V  FULWLFLVP RI /XW[ DQG /X]·
+HLQVLVWVWKDWWKH\WDNHDQLGHDOLVLQJGHWHUPLQLVWLFSRVLWLRQRINQRZLQJWKDWGLVDYRZV
WKH VRFLHWDO XQSUHGLFWDELOLW\ WKDW LQ WXUQ UHPDLQV SUHIHUDEO\ XQNQRZQ EXW XQGHUPLQHV QHR
KXPDQLVWLFDVVXPSWLRQVRIVRFLDOMXVWLFH
6FDSHUODQGD·V   DQDO\VLV DQG WKDW RI WKLV VWXG\ DLP WR GHPRQVWUDWH WKH HQLJPDWLF
PHFKDQLVPV RI GLVFRXUVHV WKDW FDQ FRORXU WKH PRVW DOWUXLVWLF RI LQWHQWLRQV LQ RQH ZD\ EXW
PDVN WKHLU XQGHUO\LQJ SUHVXPSWLRQV ZKLFK WKXVPDLQWDLQ YDULRXV SRZHU GLIIHUHQWLDOV:KHQ
WKH\DUHGHFRQVWUXFWHGWKHZD\VLQZKLFKWKH\MXVWLI\SDUDGR[LFDOFRQVHTXHQFHVLQSUDFWLFH
EHFRPHVHYLGHQW %XUU  )RUH[DPSOH LW LVHYLGHQW WKDWHYHQ LQ WKHDFWLRQRI UHVLVWDQW
GLVFRXUVHV OLNH WKH QHROLEHUDO SDWHUQDOLVWLF GLVFRXUVHV XVHG LQ WKLV VWXG\ DQG WKH QHR
KXPDQLVWLFGLVFRXUVHWKDW6FDSHUODQGDGHVFULEHV WKH LQGLYLGXDO UHPDLQVVXEMHFWLILHG
E\GRPLQDQW SRZHUVZKLFK LQ WKHHQGPDLQWDLQ WKH VWDWXVTXRDQG UHODWHG LQHTXDOLWLHV ,W
DSSHDUV WKDW WKH PLVVLRQ DPRQJ QHRKXPDQLVWLF HFRQRPLVWV LV UHVLVWDQW LQ LWV LQWHQW EXW
HIIHFWLYHLQPDNLQJWKHHFRQRPLFSURGXFWLYLW\RIWKHZKROHSRSXODWLRQDEXVLQHVVHQWHUSULVH
WKDWVHUYHVDODUJHUQDWLRQDODJHQGDIRUFRPSHWLWLYHDELOLW\LQWKHJOREDOPDUNHW)XUWKHUPRUH
WKHSDWHUQDOLVWLFGLVFRXUVHVWKDWWKHSDUWLFLSDQWVXVHPD\QRWRQO\EHDUHVLVWDQWYDOLGDWLRQRI
GHSHQGHQFH LQ VSLWH RI QHROLEHUDOLVP ,WPD\ EH WKH RQO\ IRUP RI GHSHQGHQFH WKDW QHR
OLEHUDOLVP HQGRUVHV $IWHU DOO LW HQVXUHV WKDW WKH GHSHQGHQW XQHPSOR\DEOH XQVRFLDOLVHG
LQGLYLGXDO LV XQGHUHIIHFWLYH VXUYHLOODQFHEXWQRW LQVWLWXWLRQDOLVHG WR VXFKFRQILQLQJGHJUHHV
WKDWWKH\FDQQRWVRPHKRZHYROYHWKURXJKVRFLDOSURFHVVHVWKDWHQVXUHH[WHUQDOO\PHGLDWHG
QHROLEHUDO VXEMHFWLYLW\ 7KLV GLVFXVVLRQ DUJXHV WKDW WKHVH LQVWDQFHVZKHUH DFWLYLVW SRWHQWLDOV
DUH XVXUSHG E\ QHROLEHUDO DJHQGD DUH PHGLDWHG E\ ´QRW QHHGLQJ WR NQRZµ SHUKDSV

  
GLVDYRZDO RQ DFFRXQW RI D VRFLHWDO DQ[LHW\ DQG D ODFN RI UHIOH[LYLW\ ZKLFK OHDYHV WKRVH
IUDJLOHVSDFHVIRUUHVLVWDQFHYXOQHUDEOHWRQHROLEHUDOLVPDGDSWDEOH\HWREOLJLQJSRZHU
6RFLDOHQWHUSULVHVE\YLUWXHRI WKHLUJRYHUQPHQWDOLW\KDYHDXQLTXHFDSDFLW\ IRU UHVLVWDQFH
'H\  ,W LV VHHQ LQ WKHLU UHMHFWLRQ RI SV\GLVFLSOLQDU\ IRUPDOLW\ DQG VWDQGDUGLVDWLRQ
+RZHYHU LW LV DUJXHGKHUH WKDW LI XQH[DPLQHG WKH IUDJLOH VSDFHV IRU UHVLVWDQFHDUHDFWHG
XSRQ E\ QHROLEHUDOLVP ZKLFK SURPRWHV VHOILQWHUHVW WR DQ H[WHQW WKDW OLPLWV VHOIUHIOH[LYLW\
5HIOH[LYLW\ LV GHILQHG DV ´DQ H[SOLFLW HYDOXDWLRQ RI WKH VHOI« ¶>5@HIOH[LYLW\· LQYROYHV ORRNLQJ
DJDLQWXUQLQJ\RXUJD]HWRWKHVHOILQHIIHFWUHIOH[LYLW\LQYROYHVUHIOHFWLQJ\RXUWKLQNLQJEDFN
WR\RXUVHOIµ6KDZS,WLVVLJQLILFDQWWKDWZLWKLQWKHH[DPSOHVRIUHVLVWDQWGLVFRXUVHV
GHVFULEHG LQ WKLV VWXG\ WKH VRFLDO PLVVLRQ RU WKH LGHDO VRFLDOO\ MXVW UHDOLW\ LV FRQVWUXFWHG
WKURXJKWKHVDPHGLVFRXUVHWKDWFUHDWHGWKHLQLWLDOLQMXVWLFH$VVXFKGLVFXUVLYHSRWHQWLDOVWR
GLVHPSRZHU UHPDLQ ,UUDWLRQDO QHRFODVVLFDO HFRQRPLFV LV UHVLVWHG WKURXJK QHRKXPDQLVWLF
HFRQRPLFV KRZHYHU WKH ODWWHU REOLJHV HYHU\RQH WR DVSLUH IRU FROOHFWLYH HFRQRPLF
SURGXFWLYLW\ DQG PDNHV HYHU\RQH·V HPSOR\DELOLW\ HYHU\ERG\ HOVH·V EXVLQHVV 'HDQ 
1HROLEHUDOFLWL]HQVKLS LV UHVLVWHGE\QHROLEHUDOSDWHUQDOLVPKRZHYHU WKH ODWWHUHQVXUHV WKDW
WKRVH ZKR GR QRW GHPRQVWUDWH QHROLEHUDO FLWL]HQVKLS FKRRVH WR REOLJH WKHPVHOYHV WR D
PRUDOLVLQJ UHODWLRQVKLS HIIHFWLYH LQ HQVXULQJ DIILOLDWLYH VRFLDO FRQWURO :LWK D ODFN RI VXFK
DZDUHQHVVRIKRZWKDWIUDJLOHVSDFHIRUUHVLVWDQFHLVEHLQJDFWHGRQE\GLVFRXUVHHIIRUWVRI
UHVLVWDQFHFDQEHGLVWRUWHGWREHFRPHGLVHPSRZHULQJWKHPVHOYHV
7KLVGLVFXVVLRQDUJXHVWKHUH LVDQDOPRVWKHXULVWLFSURFHVVE\ZKLFKWKRVHIUDJLOHVSDFHVDUH
ILOOHGZLWKFRQVWUXFWLRQVRIVRFLDOMXVWLFHRUUHVLVWDQFHWKDWDUHVHOIDIILUPLQJRUIDPLOLDUDQGVR
XQH[DPLQHG 7KLV LV ZK\ VHOIUHIOH[LYLW\ LV VR YLWDO ,W DVNV TXHVWLRQV UHJDUGLQJ WKH H[WHQW WR
ZKLFK WKLQNLQJ LV UHIOHFWLYH RI WKH WKLQNLQJ VHOI ,W FKDOOHQJHV WKH SRWHQWLDO WKDW WKH
GLVHPSRZHULQJ IRUPV RI ´UHVLVWDQFHµ PDGH DYDLODEOH WR XV YLD QHROLEHUDOLVP ZLOO EH VR
IDPLOLDUVHOIDIILUPLQJWKDWWKH\ZLOOJRXQFKDOOHQJHG6HOIUHIOH[LYLW\UHTXLUHV´VHOIFKDOOHQJLQJµ
LQWKHILUVWSODFH
)RUVRFLDOHQWHUSULVHVDKXPDQLVWLF\HWHFRQRPLFGLVFRXUVHRIVRFLDOMXVWLFHPHDQVHYHU\RQH
VKRXOG ZRUN EHFDXVH HYHU\ERG\ LQKHUHQWO\ GHVLUHV DQG GHVHUYHV LW ,W LV FKDUDFWHULVHG E\

  
KXPDQLVWLF DQG HFRQRPLF FRQVWUXFWLRQV WKDW GHPRQVWUDWH KRZ GLVFRXUVH FDQ FRQVWUDLQ
SRVVLEOH VRFLDO UHDOLWLHV 7KLVFRQVWUDLQW LVQRWFKDOOHQJHGKRZHYHUEHFDXVH LW LVDIILUPLQJRI
WKHGLVFRXUVH8VLQJVLPLODU UHDVRQLQJ WKLVGLVFXVVLRQ·VDEGXFWLRQ LV WKDW VRFLDO MXVWLFH LQSV\
GLVFLSOLQHV LV VLPLODUO\FRQVWUXFWHG LQVHOIDIILUPLQJZD\V)RUH[DPSOH%RQGL·V  UHVHDUFK
DERXW VRFLDO MXVWLFH DQG SV\FKRORJLFDO SUDFWLFH LQ WKLUG VHFWRU VHWWLQJV LV VLJQLILFDQWO\
FRQFHUQHG ZLWK LGHQWLW\ SDUWLFXODUO\ WKH GLVFLSOLQHV· LGHQWLW\ 5HVHDUFK UHJDUGLQJ WKH
´WKHUDSLVDWLRQµ RI VRFLDO MXVWLFH DOVR FRQVWUXFWV VRFLDO MXVWLFH WR HPSKDVLVH LGHQWLW\ DQG
YXOQHUDELOLW\(FFOHVWRQHDQG%UXQLOD$V(FFOHVWRQHDQG%UXQLODGHVFULEHLWWKH
WKHUDSLVDWLRQ RI VRFLDO MXVWLFH ´HQFRXUDJHV ZHOIDUH SURIHVVLRQDOV DQG HGXFDWRUV WR DGRSW
SUDFWLFHV WKDW OLVWHQ WR WKH SDLQµ DQG HPSKDVLVH WKH ´HWKLFV RI RWKHUQHVV DQG SROLWLFV RI
UHFRJQLWLRQµZKHUH ´UHFRJQLWLRQ LV VHHQDV D VRFLDOO\ MXVW HQG LQ LWVHOI ,W WKHUHE\FUHDWHVD
FKDOOHQJH ZKHUH YDOXDEOH ´UHFRJQLWLRQ GLVSODFHV FDOOV IRU HFRQRPLF UHGLVWULEXWLRQ«,Q D
WKHUDSHXWLFFXOWXUHWKRVHEDUULHUVDUHFDVWDVSUHGRPLQDQWO\SV\FKRHPRWLRQDOµS
$UJXDEO\ WKH GLVFRXUVHV GUDZQ XSRQ E\ ZHOIDUH DQG SV\SURIHVVLRQDOV WR FRQVWUXFW VRFLDO
MXVWLFH RULHQW VRFLDOO\ MXVW SUDFWLFH WRZDUGV WKH SRWHQWLDOV WKDW WKRVH GLVFLSOLQHV FDQ
VSHFLILFDOO\DQGXQLTXHO\DFKLHYHWKHPVHOYHV7KHVDPHGLVFXUVLYHWHQGHQF\ LVVKRZQLQWKH
ODQJXDJH RI WKH SDUWLFLSDQWV UHJDUGLQJ WKHLU XQLTXH UHOHYDQFH WR HPSOR\DELOLW\
HQKDQFHPHQW $V VXFK VRFLDO MXVWLFH RXWFRPHV DQG VRFLDO PLVVLRQV DUH FRQVWUXFWHG LQ
LQGLYLGXDOLVLQJZD\VWKDWYDOLGDWHRQHIRFXVRIVRFLDOMXVWLFHZLWKRXWDQRSSRUWXQLW\IRURWKHU
YDOLGDWLRQPXOWLSOLFLW\ 8QH[DPLQHG LQGLYLGXDOLVHG VRFLDO PLVVLRQV SUHVHQW FKDOOHQJHV WR
LQWHJUDWLRQDVVKRZQE\WKLVUHVHDUFKVWXG\ZKHUHSHUKDSVWKHLQWHJUDWLRQRISUDFWLFHVDQG
YDOLGDWLRQRIPXOWLSOLFLW\FRXOGSURPRWHVRFLDOMXVWLFH
7KLVGLVFXVVLRQWKHUHIRUHFRQFOXGHVWKDWVRFLDOMXVWLFHLVDPDWWHURIDZDUHQHVVUHJDUGLQJWKH
DYDLODELOLW\ RI FKRLFHV UHJDUGLQJ VXEMHFWLIFDWLRQ SHUKDSV ZLWKLQ WKH IUDJLOH VSDFH WKDW
JRYHUQPHQWDOLW\ OHDYHV IRU UHVLVWDQFH 7KLV DFW RI FKRRVLQJ LV LQ WXUQ PHGLDWHG E\ VHOI
UHIOH[LYLW\ ZKLFK PD\ LQYROYH WDNLQJ D GHFRQVWUXFWLRQLVW DSSURDFK WR XQGHUVWDQGLQJ WKH
GLVFRXUVHVZLWKLQZKLFKSUDFWLFHLVHPEHGGHG(FFOHVWRQHDQG%UXQLOD+RZHYHUWKH
H[WHQWWRZKLFKQHROLEHUDOLVP LQVLVWVXSRQVHOILQWHUHVW VHOIHQWHUSULVHRUVHOIDIILUPDWLRQ OLPLWV

  
WKH UHIOH[LYH´VHOIFKDOOHQJLQJµDQG UDGLFDODJHQF\ (ZHQ%LQNOH\ WKDWFDQDV
WKLV GLVFXVVLRQ DUJXHV EH DSSOLHG WR OLPLW WKH YXOQHUDELOLW\ RI VRFLDO MXVWLFH WR QHROLEHUDO
GLVWRUWLRQ
& &RQFOXVLRQRIWKH'LVFXVVLRQ
7KH GLVFXVVLRQ KDV DWWHPSWHG WR FRQFHSWXDOLVH WKH GLOHPPDV WKDW PXVW EH FRQVLGHUHG LI
SV\FKRORJLFDOSUDFWLFHLVWREHLQWHJUDWHGLQWRHPSOR\DELOLW\HQKDQFLQJHQWHUSULVHVZLWKWKH
YLHZRISURPRWLQJDQGSXUVXLQJ VRFLDO MXVWLFH ,W KDVGRQH VR XVLQJ WKHDFFRXQWV RI VRFLDO
HQWUHSUHQHXUVZKRZRUNWRHQKDQFHWKHHPSOR\DELOLW\RIWKRVHDWULVNRIVRFLDOH[FOXVLRQ<HW
GHVSLWH WKHLU SV\FKRORJLFDO FRQVWUXFWLRQVRIPRWLYDWLRQ LQ UHODWLRQ WRHPSOR\DELOLW\ DQG WKH
H[LVWLQJ WKRXJK OLPLWHG UHVHDUFK SURPRWLQJ WKH EHQHILWV RI VXFK LQWHJUDWLRQ WKHVH
HQWUHSUHQHXUVDSSHDUHGWRUHVLVWVXFKDSRWHQWLDOIRULQWHJUDWLRQ%DVHGRQWKLVVWXG\·VILQGLQJ
WKDW WKH SDUWLFLSDQWVZHUH PRVW RSSRVHG WR LQWURGXFLQJ WKH IRUPDOLW\ DQG VWDQGDUGLVDWLRQ
WKDW FKDUDFWHULVHV SV\FKRORJ\ LQWR WKHLU SUDFWLFH WKLV GLVFXVVLRQ DUJXHV WKDW WKH
LQFRPSDWLELOLWLHVVHHQDUHDQLVVXHRIWKHWZRSUDFWLFHV·LQGLYLGXDOLVLQJSURIHVVLRQDOLGHQWLWLHV
ZKLFKDUHFRQVWUXFWHG WRHQVXUH WKH ULJKWVRI VHOIGHWHUPLQDWLRQDQG VRFLHWDO VWDWXV WR WKH
H[WHQWWKDWLQWHJUDWLRQFDQQRWEHFRQVLGHUHG7KHSUDFWLFHVWKHQDSSHDUWRFRQVWUXFWVRFLDO
MXVWLFHLQLQGLYLGXDOLVLQJZD\VWKDWFRPSOLFDWHSRWHQWLDOVIRULQWHJUDWLRQ
,QWKHLUDFFRXQWVWKHSDUWLFLSDQWVVKRZHGWKDWZKDWWKH\UHVLVWHGLQSV\FKRORJLFDOSUDFWLFH
ZHUHWKHIROORZLQJDSURIHVVLRQDOWLWOHE\YLUWXHRIFKDUWHUVKLSWKHSV\SUDFWLWLRQHUV·ULJKWVWR
NQRZ DQG QHFHVVLWDWH FRQIHVVLRQ MXVWLILHG E\ H[SHUW VWDWXV DQG VWDQGDUGLVLQJ SUDFWLFH
SURIHVVLRQDOUHJXODWLRQ<HWFKDUWHUVKLSRUUHJLVWUDWLRQH[SHUWVWDWXVDQGUHJXODWHGSUDFWLFH
E\ VHOIUHJXODWRU\ SRZHU KDYH EHHQ FRQVWUXFWHG WR JXLGH HWKLFDO SV\SUDFWLFH ZKLFK LV D
UHTXLUHPHQWRIKHOSLQJSURIHVVLRQV$XVWLQHWDO7KH\DUHNH\LGHQWLI\LQJIDFHWVRIWKH
SV\GLVFLSOLQH 7KH\DUHFRQVWUXFWHGDVHQVXULQJWKHGLVFLSOLQDU\ERXQGHGQHVVZKLFKV\VWHPV
SV\FKRG\QDPLFDOO\VSHDNLQJWKHSV\GLVFLSOLQHVUHTXLUHLIWKH\DUHWRIXOILOWKHLUDSSDUHQWUROH
RIFRQWDLQLQJVRFLHWDODQ[LHW\2EKRO]HUDQG5REHUWV5L]T7KHVHREMHFWVHQVXUH
ERXQGDULHV EXW DOVR SRLQW WR WKH GLVFLSOLQHV· SURWHFWLRQ RI LWV ULJKW DQG UHVSRQVLELOLWLHV
UHJDUGLQJVHOIGHWHUPLQDWLRQ

  
7KDW QRWZLWKVWDQGLQJ WKHVH REMHFWV DUH DOVR DOO SURGXFWV RI VRFLDO FRQVWUXFWLRQ DQG VRFLDO
DJUHHPHQW 6RFLDO SV\FKRORJLFDO OLWHUDWXUH -RQHV DQG (OFRFN  VKRZV WKDW WKH SV\
GLVFLSOLQHV· XQLTXH SURIHVVLRQDO LGHQWLWLHV DUH QRW IXQGDPHQWDOO\ YLWDO EXW UHODWHG WR WKH
FLUFXPVWDQFHVRI WKHSV\FKRORJLFDO GLVFLSOLQH·V FRQFHSWLRQ 3V\GLVFLSOLQHVGHYHORSHGDWD
WLPH ZKHQ WKH QDWXUDO VFLHQFHV KDG DOUHDG\ HVWDEOLVKHG QRWDEOH VWDWXV DV VFLHQWLILF
DXWKRULWLHV 2XW RI ZKDW FRXOG EH XQGHUVWRRG DV GLVFLSOLQDU\ VHOIFRQVFLRXVQHVV WKH SV\
GLVFLSOLQHDLPHGWRHVWDEOLVKVLPLODUVWDWXVDVDVFLHQFH-RQHVDQG(OFRFN$VVXFKWKH
SV\GLVFLSOLQH GHILQHG LWVHOI ZLWK ´REMHFWLYHµ SUDFWLFHV DQG LQVWLWXWLRQDO UHODWLRQVKLSV WKDW
SURPLVHGVFLHQWLILF VWDWXVEXWZHUHFRQWUDU\ WR WKHVWXG\RI WKHLU VXEMHFW WKHKXPDQEHLQJ
ZKLFK ZDV UHSUHVHQWHG LQ HDFK SV\SUDFWLWLRQHU FRPSOLFDWLQJ WKH SRWHQWLDO IRU REMHFWLYH
VWXG\.LW]LQJHUVWURQJO\FULWLFLVHVWKHSURIHVVLRQDOLVDWLRQRIWKHGLVFLSOLQHWKDWKDVEHHQ
FRQFHLYHGRXWRIWKLV VHOIFRQVFLRXV·DVSLUDWLRQWRDFKLHYHVWDWXVDVDVFLHQWLILFDXWKRULW\RQ
WKHKXPDQVXEMHFW6KHGHVFULEHVWKDWDVDUHVXOW WKHSV\FKRORJLFDOGLVFLSOLQHKDVEHFRPH
SRVLWLYLVWGHSROLWLFLVLQJDQGLQGLYLGXDOLVLQJWRVXFKDQH[WHQWWKDWLWFHQVRUVWKHPHVVLQHVVWKDW
RIWHQEULQJVFOLHQWVWRWKHUDS\.LW]LQJHU(FFOHVWRQHDQG%UXQLOD3URIHVVLRQDOVHOI
LQWHUHVW LV VKRZQ WR XQGHUPLQH VRFLDO MXVWLFH ,Q IDFW WKH FKDOOHQJH LQ LQWHJUDWLQJ VRFLDO
HQWUHSUHQHXUVKLSZLWKSV\FKRORJLFDOSUDFWLFHPD\DOVREHLQWKHSV\GLVFLSOLQHV·LQYHVWPHQWLQ
LWV ULJKW WR VHOIGHWHUPLQDWLRQ DQG LQ PDLQWDLQLQJ WKH LQGLYLGXDOLVLQJ ERXQGDULHV RI LWV
SURIHVVLRQDOLGHQWLW\
7KDWQRWZLWKVWDQGLQJWKHUHLVDFULWLFDOFXULRVLW\SDUWLFXODUO\IURPIHPLQLVWSV\FKRORJ\DWOHDVW
UHJDUGLQJWKHZD\VLQZKLFKLVVXHVRISRZHULQSV\FKRORJLFDOSUDFWLFHFDQEHEURXJKWWRWKH
IRUH.LW]LQJHU)HPLQLVWFULWLTXHILUVWKLJKOLJKWVWKDWWKHLVVXHVRISRZHULQSUDFWLFHDUH
RQO\ VSRNHQRI LQ WHUPVRIHPSRZHUPHQWZKLFKDJDLQ LVDQ LVVXHRISHUVRQDOSULYDWHDQG
VXEMHFWLYH H[SHULHQFHV .LW]LQJHU  )HPLQLVWV WKHUHIRUH DUJXH WKDW LQ WKH IDFH RI VXFK
SRZHUOHVVQHVV SV\FKRORJLFDO SUDFWLFH PXVW GR PRUH WKDQ FRQYLQFH DQ LQGLYLGXDO RI WKHLU
HPSRZHUHGVWDWHEHFDXVHH[SHULHQFHVRISRZHUOHVVQHVVDUHQRWDOOLQWKHPLQGDQGDUHQRW
QHFHVVDULO\ XQGRQHE\RQHSHUVRQ UHRUJDQL]LQJ WKHLUPLQG WRXQGHUPLQH LQWUDSV\FKLF IDXOWV
.LW]LQJHU  ,W LVDV WKHVH IHPLQLVWFULWLFV VXJJHVW LPSRUWDQW IRU WKH IRUFHV WKDWPHGLDWH
WKHLU SRZHUOHVVQHVV WR EH NQRZQ VR WKDW ZD\V RI ILJKWLQJ WKHP FDQ EH GHYLVHG .LW]LQJHU

  
7KLVPD\EHSRVVLEOHWKURXJKDJUHDWHUDZDUHQHVVRIWKHGLVFRXUVHVDWZRUNLQSUDFWLFH
(FFOHVWRQHDQG%UXQLOD.LW]LQJHUVXJJHVWVWKDWVXFKDZDUHQHVVFRXOGHTXLSWKH
SRZHUOHVV WR ILJKW EDFN +RZHYHU TXHVWLRQV UHPDLQ DV WR KRZ SURIHVVLRQDOV ZKR DUH LQ D
SRVLWLRQ WR HQFRXUDJH WKLV UHVLVWDQFH VXSSRUW VXFK LQGLYLGXDOV WR ILJKW" ,PSRUWDQWO\ ZKLFK
VHWWLQJZRXOGEHPRVWHIIHFWLYH LQWKLV UHJDUG"7KHVRFLDOHQWUHSUHQHXULDOFRQWH[WDUJXDEO\
VHUYHVWRRPDQ\PDVWHUVPHDQZKLOHWKHSV\FKRORJLFDOGLVFLSOLQHVHHNVWREHLWVRZQPDVWHU
7KHVWDWXWRU\VHWWLQJVDUHVRSUHVVXULVHG6FDQORQ5L]TWKDWLWPD\EHLPSRVVLEOH
WRFUHDWHWKH´FXOWXUDOVSDFHµ&HFKWKDWLVUHTXLUHGLIVRFLDOMXVWLFHLVWREHUHIOH[LYHO\
FRQVLGHUHG
7KH*UHHNVRFLRHFRQRPLFFULVLVVKHGVOLJKWRQSROLWLFLVLQJSRWHQWLDOVLQSV\FKRORJLFDOSUDFWLFH
LQ VSLWHRIDXVWHULW\$XWKRUVRQ WKH WRSLF VXFKDV'DIHUPRV HFKR WKHDVVHUWLRQ WKDW
LQGLYLGXDOLVDWLRQ LVGHSROLWLFLVLQJDQGFRQWUDU\ WRSROLWLFDODFWLRQ ,Q FRQWUDVW WKH\ VKRZWKDW
SROLWLFDO DFWLRQ LV LQ IDFW UHOLDQW RQ FROOHFWLYH HIIRUWV WR FKDOOHQJH DQG FKDQJH WKH
VRFLDOSROLWLFDO VWUXFWXUHV RI RSSUHVVLRQ 'DIHUPRV  ,W DSSHDUV WKDW WKH &RXQVHOOLQJ
3V\FKRORJ\'LYLVLRQ·V6RFLDO-XVWLFH1HWZRUN UHSUHVHQWV LQFUHDVLQJDZDUHQHVV LQ WKDW UHJDUG
3ROLWLFLVHGVROLGDULW\ UDWKHU WKDQSULYDWHSUDFWLFH LV VDLG WREHDSRWHQWLDODQVZHU 7KLVPD\
LQFUHDVHWKHVXVWDLQDELOLW\RIVRFLDOFULWLTXHDQGDFWLRQ$VWKHDXWKRUVRQWKH´WKHUDSLVDWLRQµ
RIVRFLDOMXVWLFHZULWH´WRHOHYDWHFROOHFWLYHDQGPXWXDOYXOQHUDELOLW\LVDSURJUHVVLYHUDGLFDO
DFWWKDWFHOHEUDWHVFRQQHFWLYLW\µ(FFOHVWRQHDQG%UXQLOD
:LWKDQXQGHUVWDQGLQJRIKRZQHROLEHUDOLVPGLVPDQWOHVFROOHFWLYLW\*XQGHUWROLPLWLWV
SROLWLFDOSRWHQWLDOLWLVSHUKDSVH[SHFWHGWKDWWKLVUHVHDUFKUHJDUGLQJLQWHJUDWLRQRISUDFWLFH
FRQFOXGHVZLWKPXOWLGLPHQVLRQDOUHDVRQVIRUWKHQRWHGLQFRPSDWLELOLW\UDWKHUWKDQGHILQLWLYH
DQVZHUVWRZDUGWKHTXHVWLRQRI´+RZWRLQWHJUDWH"µ$V(ZHQGHVFULEHVWKHQHROLEHUDO
UHTXLUHPHQWV RI VHOIHQWHUSULVHDQG VXFFHVV IRXQGDPRQJ WKH WZRSUDFWLFHV VWXGLHG KHUH
REIXVFDWHV ´WKH FULWLFDO FDSDFLWLHV WKDW LQIRUP UDGLFDO DJHQF\µ %LQNOH\  DQG
LQGLYLGXDOLVHGLVFRXUVHVRIVRFLDOMXVWLFHWRVXJJHVWWKDWLQWHJUDWLRQLVGLIILFXOWRUGHYDOXDWLQJWR
FRQFHLYH+RZHYHUDQXQGHUVWDQGLQJRIGLVFRXUVHDQGKRZPXOWLSOLFLW\ LVXQGHUPLQHGPD\
DOORZ WKLV REIXVFDWLRQ WREH WDNHQDVHYLGHQFHRI WKH IDFW WKDW VXFK LQWHJUDWLRQ LV LQGHHG

  
OLNHO\ WR LQVWLJDWH UHVLVWDQFH 7KH SRWHQWLDO IRU PXOWLSOLFLW\ KRZHYHU PD\ UHTXLUH IXUWKHU
UHIOH[LYLW\WREHDSSUHFLDWHG
,W PD\ EH WKDW WKH ´IDOODELOLVWLF SOXUDOLVPµ WKDW 6DIUDQ DQG 0HVVHU  DSSO\ WR FOLQLFDO
SUDFWLFH QHHGV WR EH DSSOLHG WR SURIHVVLRQDO SUDFWLFH 7KLV LV GHVFULEHG DV ´UHVROYLQJ WKDW
KRZHYHUPXFKZHDUHFRPPLWWHG WR RXU RZQ VW\OHV RI WKLQNLQJZHDUH OLVWHQLQJ WR RWKHUV
ZLWKRXWGHQ\LQJRUVXSSUHVVLQJWKHRWKHUQHVVRIWKHRWKHUµ6DIUDQDQG0HVVHUS
3HUKDSVLWLVQHFHVVDU\WRFRQWLQXHDVNLQJWKHVHTXHVWLRQVUHJDUGLQJLQWHJUDWLRQRISUDFWLFH
WKRXJKWKH\PD\EHWRRGLIILFXOWWRFRQFHLYH$QDZDUHQHVVRIWKHZD\VE\ZKLFKGLVFRXUVH
PDLQWDLQV WKH VWDWXV TXR DOORZV XV WR UHVSRQG WR WKLV ZLWK VFHSWLFLVP DQG WR FRQVLGHU LW
SRVVLEOHHYLGHQFHRIDUJXDEO\QHFHVVDU\SROLWLFDOSRWHQWLDOV
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
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






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  
& &RQFOXVLRQRIWKH(PSLULFDO5HVHDUFK
7KLVUHVHDUFKVWXG\KDVGHPRQVWUDWHGWKHIROORZLQJ
 $ JHQHDORJLFDO H[SORUDWLRQ RI H[LVWLQJ HPSOR\DELOLW\ OLWHUDWXUH VKRZLQJ WKDW
HPSOR\DELOLW\ LV FRQVWUXFWHG LQ LQFUHDVLQJO\ LQWHUQDOLVLQJ ZD\V ZLWKLQ WKH FRQWH[W RI
QHROLEHUDOLVPIRUSROLWLFDOSXUSRVHV
 ,QWHUQDOLVLQJ FRQVWUXFWLRQV RI HPSOR\DELOLW\ DUH VXLWHG WR SDUWLFXODU VRFLRSROLWLFDO
DJHQGDV 7KH\ LPSOLFDWH SV\FKRORJLFDO SUDFWLFH DPRQJ RWKHU SUDFWLFHV WKDW
SDUWLFLSDWH LQ WKH FUHDWLRQ RI QHROLEHUDO VXEMHFWLYLWLHV WKURXJK HPSOR\DELOLW\
HQKDQFHPHQWSUDFWLFHV
 (IIRUWV WR VXSSRUW LQGLYLGXDOV WKURXJK VRFLDO DFWLRQ DQG VRFLDOO\ MXVW SUDFWLFH DUH
SRVVLEOH WKURXJK WKH JRYHUQPHQWDOLW\ WKDW QHROLEHUDOLVP HQVXUHV KRZHYHU ZLWKRXW
UHIOH[LYLW\ WKHVHHIIRUWVPD\ LQ IDFW IDFLOLWDWH IXUWKHURSSUHVVLRQRI WKRVHZKR UHTXLUH
VXFKVXSSRUWE\YLUWXHRIWKHLUIDLOXUHWRJRYHUQWKHPVHOYHV
7KH UHVHDUFK DLPHG WR XQGHUVWDQG LI WKH LQWHJUDWLRQ RI SV\FKRORJLFDO SUDFWLFHZLWK VRFLDO
HQWUHSUHQHXUVKLS FDQ VXSSRUW LQGLYLGXDOV DW ULVN IRU VRFLDO H[FOXVLRQ LQ HQKDQFLQJ WKHLU
HPSOR\DELOLW\ZKLOHHQDEOLQJSV\FKRORJLFDOSURIHVVLRQDOVWRUHPDLQVHQVLWLYHWRVRFLDO MXVWLFH
ZKLOHSDUWLFLSDWLQJ LQ WKH FOLHQWJRDOV WKDW LQYROYHHPSOR\PHQW 7KHHPSKDVLVZDVRQ WKLUG
VHFWRU VHWWLQJV LQ SDUWLFXODU EHFDXVH WKLV DSSHDUV FKDOOHQJLQJ WR GR LQ VWDWH IXQGHG
LQVWLWXWLRQDOVHWWLQJV6FDQORQ5L]T+RZHYHUWKHUHLVOLPLWHGHYLGHQFHWRVXSSRUW
WKHSRWHQWLDOIRUVXFKLQWHJUDWLRQDQGWKHFRQVHTXHQWFKDOOHQJHVLQSODQQLQJKRZLWFRXOGEH
DFKLHYHGKDYHEHHQ UHSRUWHG)HUJXVRQ$V VXFK WKH UHVHDUFK WKHQ IRFXVHGRQ WKH
SRWHQWLDO LQFRPSDWLELOLWLHVWKDWPD\XQGHUOLHWKHODFNRIUHVHDUFKDQGDSSDUHQWDEVHQFHRI
SV\SUDFWLWLRQHUVLQWKRVHVHWWLQJV
,QOLJKWRIWKHDERYHDLPV)RXFDXOGLDQ'LVFRXUVH$QDO\VLVZDVSUHOLPLQDULO\DSSOLHGWRH[SORUH
KRZ VRFLDO HQWHUSULVHV WKDW DUH FKDUDFWHULVHG E\ DQ DSSDUHQW DEVHQFH RI SV\FKRORJLFDO
SURIHVVLRQDOV FRQVWUXFWHG HPSOR\DELOLW\ LQ VSLWH RI GRPLQDQW SV\FKRORJLFDO FRQVWUXFWV RI
HPSOR\DELOLW\ 7KH UHVHDUFK VWXG\ ZDV FRQFHUQHG ZLWK WKH LPSOLFDWLRQV IRU SV\FKRORJLFDO

  
SUDFWLFH LQ HQKDQFLQJ HPSOR\DELOLW\ IRU WKH LQWHJUDWLRQ RI SURIHVVLRQDO SUDFWLFHV DQG IRU
VRFLDOMXVWLFH7KHSDUWLFLSDQWVDSSHDUHGWRGUDZRQGLVFRXUVHVRIQHROLEHUDOFLWL]HQVKLSDQG
QHROLEHUDOSDWHUQDOLVP7KH\FRQVWUXFWHGHPSOR\DELOLW\XVLQJSV\FKRORJLFDOFRQVWUXFWLRQVRI
PRWLYDWLRQ WR LQWHUQDOLVHHPSOR\DELOLW\DVDQDVVXPSWLRQDQG UHVSRQVLELOLW\RI WKH LQGLYLGXDO
+RZHYHU WKH\ DOVR UHVLVWHG DVSHFWV RI WKHVH QHROLEHUDO FLWL]HQVKLS DQG SV\FKRORJLFDO
GLVFRXUVHV 7KH\ GLG VR E\ LQWHJUDWLQJ WKHP ZLWK HFRQRPLF DQG QHROLEHUDO SDWHUQDOLVWLF
GLVFRXUVH WR PDQDJH WKH DVSLUDWLRQDO DQG REOLJDWLQJ WHQVLRQV RI WKHLU QHROLEHUDO VXEMHFW
SRVLWLRQ 7KHSDUWLFLSDQWV·FRQVWUXFWLRQVRI WKHFRQWH[WVDQGSUDFWLWLRQHUVPRVWDSSURSULDWH
IRU WKH LPSOHPHQWDWLRQ RI HPSOR\DELOLW\ HQKDQFHPHQW LQWHUYHQWLRQV KDG SDUWLFXODU
LPSOLFDWLRQV IRU WKH SUDFWLFH 7KHVH ZHUH LQ WXUQ VKRZQ WR FKDOOHQJH WKH SRVVLELOLW\ RI
LQWHJUDWLQJ SV\FKRORJLFDO SUDFWLFH ZLWK VRFLDO HQWUHSUHQHXUVKLS 7KLV UHVLVWDQFH WRZDUG
LQWHJUDWLQJ SV\SUDFWLFHZDV FUHGLWHG WR WKH SDUWLFLSDQWV· UHVLVWDQFH RI WKH SV\GLVFLSOLQHV·
SHUFHLYHGFDSDFLW\IRUGLVFLSOLQDU\SRZHUZKLFKDV WKH\VXJJHVWHG LVQRWDOLJQHGZLWKWKH
VRFLDO HQWHUSULVHV· RZQ QHROLEHUDO IXQFWLRQ LQ VRFLHW\ RU WKHLU JRYHUQPHQWDOLW\  7KH VRFLDO
HQWHUSULVHV· JRYHUQPHQWDOLW\ZDV WKHQ GLVFXVVHG IXUWKHU WR KLJKOLJKW WKH UHVLVWDQW SRWHQWLDOV
WKDW LWPHGLDWHV DQG WKH LPSRUWDQFHRI UHIOH[LYLW\ LI SXUVXLWV RI VRFLDO MXVWLFH DUH WR UHPDLQ
UHVLVWDQWWRZDUGVWKHDGDSWDEOHVXERUGLQDWLRQRIQHROLEHUDOLVP
)XUWKHUUHVHDUFKLPSOLFDWLRQVDQGDSSOLFDWLRQVRIWKHVWXG\DQGLVVXHVRITXDOLW\YDOLGLW\DQG
UHIOH[LYLW\ZLOOEHH[SORUHGWRVXJJHVWKRZWRFRQWLQXHZRUNLQJWRZDUGVWKHVHDQVZHUV
& ,PSOLFDWLRQVDQG$SSOLFDWLRQRI5HVHDUFK
3HUKDSVWKHJUHDWHVW LPSOLFDWLRQRI WKLV UHVHDUFK LV LQZKDW LW VXJJHVWVRI WKHSV\GLVFLSOLQHV·
GLVFLSOLQDU\ SRZHU DQG WKH DGDSWDELOLW\ RI QHROLEHUDOLVP 7KH SV\GLVFLSOLQHV DSSHDU
VXVFHSWLEOHWREHLQJGUDZQLQWRVRFLDODJHQGDVWKDWWKH\GRQRWH[SOLFLWO\HVSRXVH7KLVPD\
EHUHODWHGWRWKHIDFWWKDWWKHUDS\RIWHQUHPDLQVFRQILQHGWRWKHFRQVXOWLQJURRP$VVXFKLW
PD\EHFRQVLGHUHGGLIILFXOWRUOHVV´HIIHFWLYHµIRUSV\GLVFLSOLQHVWRWKLQNDERXWZKDWJRHVRQ
RXWVLGH RI WKH URRP DV D UHVXOW RI ZKDW KDSSHQV ZLWKLQ LW +RZHYHU WKH FRXQVHOOLQJ
SV\FKRORJ\GLVFLSOLQH·VFRQFHUQZLWK VRFLDO MXVWLFH LQSUDFWLFH UHTXLUHVFRQVLGHUDWLRQRI WKH
LQWHUDFWLRQVEHWZHHQFRQWH[WDQGSUDFWLFHDQGRI WKH LQWHUVXEMHFWLYLW\ WKDWH[LVWVEHWZHHQ

  
WKH WKHUDSLVW FOLHQW DQG ODUJHU VRFLDO FRQWH[W (FFOHVWRQH DQG %UXQLOD  &RXOG
FROOHFWLYLW\LQSV\SUDFWLFHEHLQFUHDVHGDQGQRWMXVWLQWKHIRUPRIPHPEHUVKLSVXEVFULSWLRQ
VR WKDW SROLWLFDOFROOHFWLYH YXOQHUDELOLWLHV ´FRPH LQWR WKH FRQVXOWLQJ URRPµ DQG FKDOOHQJH
GHSROLWLFLVLQJ LQGLYLGXDOLVDWLRQ" &RXOG IRVWHULQJ VXFK FROOHFWLYLW\ VRPHKRZ HQFRXUDJH D
JUHDWHULQWHUHVWDPRQJSV\SUDFWLWLRQHUVLQWDNLQJWKHZRUNDFKLHYHGZLWKFOLHQWVEH\RQGWKH
FRQVXOWLQJURRPDQGLQZD\VWKDWDUHFRQGXFLYHWRVRFLDODFWLRQ"
7KHUHDUH KDOIDQVZHUHGTXHVWLRQVDERXW WKHHWKLFVRI SV\SUDFWLFH LQ ,$37 VHUYLFHV RI WKH
GLVFLSOLQH·V UROH LQ HPSOR\PHQW VXSSRUW RI LWV SURGXFWLRQ RI QHROLEHUDO VXEMHFWLYLWLHV IRU
H[DPSOH+RZFRXOGFXOWXUDOVSDFH&HFKEHHVWDEOLVKHGWRHQFRXUDJHGLDORJXHWKDW
ZRUNV WR GHILQH VRFLDOO\ MXVW DQVZHUV IRU SUDFWLFH" ,W LV ILUVW QHFHVVDU\ WR FRQVLGHU KRZ
GHFRQVWUXFWLRQLVW GLDORJXHV UHJDUGLQJ SRZHU JRLQJ EH\RQG HPSRZHUPHQW FRXOG
SUDFWLFDOO\ H[SOLFLWO\ DQG LQFUHDVLQJO\ EH LQWHJUDWHG LQWR WKHUDSHXWLF SUDFWLFH DQG LQ
VXSHUYLVLRQ (FFOHVWRQH DQG %UXQLOD  ,QGHHG GLVFRXUVHV RI VRFLDO MXVWLFH LWVHOI UHTXLUH
FRQWLQXHG UHIOH[LYH GHFRQVWUXFWLRQ WR PDLQWDLQ DQ DZDUHQHVV RI ZKDW LWV SUDFWLFH LQ WKH
&RXQVHOOLQJ3V\FKRORJLFDOGLVFLSOLQHPD\LQHYLWDEO\VHUYHDQGPXVWUHVLVW
7KHWHUPVSV\GLVFLSOLQHSV\SUDFWLFHSV\SUDFWLWLRQHUVKDYHODUJHO\EHHQXVHGWRFROOHFWLYHO\
SUHVHQWSV\FKRORJLFDOSV\FKLDWULFDQGSV\FKRWKHUDSHXWLFGLVFLSOLQHVSUDFWLFHDQGLGHQWLWLHV
+RZHYHU WKLV UHVHDUFK VWXG\ VXJJHVWV WKDW VXFK EODQNHW WHUPV PD\ EH PLVOHDGLQJ 6RPH
IRUPVRISV\FKRORJLFDOSUDFWLFHDSSHDUWREHPRUHDPHQDEOHWRLQWHJUDWLRQZLWKHFRQRPLF
GLVFRXUVHVRU WR ´WKHUDSLVDWLRQµ IRUH[DPSOH )XUWKHUPRUH WKHUH LVDQXQGHUVWDQGLQJZLWKLQ
WKHSV\FKRORJLFDOGLVFLSOLQHWKDWLWLVTXLWHGLVWLQFWDQGHYHQUHVLVWDQWWRZDUGVWKHSV\FKLDWULF
GLVFLSOLQH <HWZKHQ WKLV UHVHDUFK VWXG\ LPSOLFLWO\ DVNHG WKRVH RXWVLGH WKH GLVFLSOLQH DERXW
LWVHOI WKRVH LQGLYLGXDOV GLG QRW PDNH WKH GLVWLQFWLRQ WKDW SV\FKRORJLFDO GLVFLSOLQHV GR LQ
GHILQLQJWKHPVHOYHV,QIDFWLQWHUPVRIVRFLHWDOUROHDQGLGHQWLW\LWDSSHDUVWKDWSV\FKRORJ\
LVSRVLWLRQHGDORQJVLGHSV\FKLDWU\ ,WVHHPVWKDWWKHVHGLVFLSOLQHVDUHFROOHFWLYHO\GHILQHGE\
WKH ODUJHU VRFLHW\ DV ´SV\GLVFLSOLQHVµ HQFRPSDVVLQJ DQ\GLVFLSOLQLQJ SURIHVVLRQ FRQFHUQHG
ZLWK WKH PLQG LQWHUQDO ZRUOG DQG EHKDYLRXU 7KLV UDLVHV HYHQ IXUWKHU TXHVWLRQV DERXW WKH
SXUSRVHHIIHFWLYHQHVVRQSURIHVVLRQDOLGHQWLW\

  
$ UHODWHG TXHVWLRQ LV LW QHFHVVDU\ IRU WKH GLVFLSOLQH WR EH FRQFHUQHG ZLWK WKH VRFLHW\·V
SHUFHSWLRQRI LWDQGZLWKKRZWKHVRFLHW\LQYLWHVWKHGLVFLSOLQHWRSDUWLFLSDWH"7KLVUHVHDUFK
VWXG\ DUJXHV WKDW LW LV LQGHHG QHFHVVDU\ 6RFLDO MXVWLFH DQG SROLWLFLVDWLRQ ZKLFK DUH
FRQFHUQHGZLWKKRZSHRSOHDUHDEOHWRUHODWHDQGHQJDJHLQDQLQHYLWDEO\SROLWLFDOFRQWH[W
PD\UHO\RQLW&ROOHFWLYLW\LVGHVFULEHGDVFRQGXFLYHWRSROLWLFDODFWLRQ'DIHUPRV$V
VXFK LWPD\EHQHFHVVDU\WRFRQVLGHUKRZWKHGLVFLSOLQHFDQLQFUHDVLQJO\DQGPHDQLQJIXOO\
GHYHORSLWV LGHQWLW\ZKLOHDOVRHVWDEOLVKLQJJUHDWHU LQWHUFRQQHFWHGQHVVZLWKLQDQGRXWVLGHRI
WKH GLVFLSOLQH 7KLV PD\ LPSRUWDQWO\ LQWURGXFH JUHDWHU PXOWLSOLFLW\ GLYHUVLW\ DQG FROOHFWLYH
UHIOH[LYLW\ZKLFKDUHDOOPHDQLQJIXOWRVRFLDODFWLRQVRFLDOMXVWLFH
& )XUWKHU5HVHDUFK
7KLVVWXG\VKRZVWKDWWKHUHDUHVLJQLILFDQWFKDOOHQJHVWRUHPDLQLQJVRFLDOO\ MXVWZKLOHZRUNLQJ
WR HQKDQFH FOLHQWV· HPSOR\DELOLW\ )XUWKHUPRUH WKHUH DUH RUJDQLVDWLRQDO DQG GLVFLSOLQDU\
FKDOOHQJHV WR LQWHJUDWLQJZLWK VRFLDO HQWHUSULVHV ZKLFK VHHP WR EH HTXDOO\ FKDOOHQJHG WR
XSKROGVRFLDOMXVWLFHWKHPVHOYHVWKRXJKWKLVLVWKHLUVRFLDOPLVVLRQ)XUWKHUUHVHDUFKLVUHTXLUHG
WR HOLFLW PRUH GHILQLWLYH DQVZHUV WR TXHVWLRQV RI KRZ ZKHUH DQG LQGHHG LI SV\FKRORJLFDO
SUDFWLFHLQHPSOR\DELOLW\HQKDQFHPHQWFDQUHPDLQVRFLDOO\MXVW+RZHYHUWKLVUHVHDUFKVWXG\
FRQFOXGHV ZLWK D VWDWHPHQW DGYRFDWLQJ IRU WKH LQWHJUDWLRQ RI GLVFXUVLYH WKLQNLQJ LQWR
SV\FKRORJLFDO SUDFWLFH $V (FFOHVWRQH DQG %UXQLOD  VKRZ WDNLQJ ´WKHUDSHXWLF SRZHU
UHODWLRQV VHULRXVO\µ LV UHOLDQW RQ JUHDWHU DZDUHQHVV RI KRZ SV\WKHUDSHXWLF SUDFWLFH LV
HPEHGGHGLQSDUWLFXODUGLVFRXUVHVIRUSDUWLFXODULPSOLFDWLRQV
)XUWKHUUHVHDUFKZRXOGH[SORUHLQGLVFXUVLYHIDVKLRQ
 7KH ZRUN RI FRXQVHOOLQJ DQG FOLQLFDO SV\FKRORJLVWV ZRUNLQJ WRZDUGV GHILQLWLYH
HPSOR\PHQW JRDOV ZLWK WKH UHVXOWV RI WKLV VWXG\ LQ PLQG ,W ZRXOG FRQVLGHU KRZ
GLIIHUHQFHV LQSUDFWLFHVHWWLQJ LQIOXHQFHWKHSUDFWLWLRQHUVRULHQWDWLRQWRVRFLDO MXVWLFH
$UHWKHUHVHWWLQJVWKDWDOORZRUKDYHZLWKLQWKHPWKHFXOWXUDOVSDFHVWKDWVRFLDOMXVWLFH
UHTXLUHV &HFK " 7KLV UHVHDUFK ZRXOG DOVR FRQVLGHU KRZ WKHVH SV\FKRORJLVWV

  
HQJDJH ZLWK RWKHU UHOHYDQW SURIHVVLRQDO HQWLWLHV IURP ZLWKLQ WKH YDULRXV SUDFWLFH
VHWWLQJVLIDWDOO
 7KHGLVFRXUVHVWKDWGHILQHWKH%36'LYLVLRQRI&RXQVHOOLQJ3V\FKRORJ\·V6RFLDO-XVWLFH
1HWZRUN DQG WKH SROLWLFDO FRQFHUQV WKDW KDYH EHHQ JDOYDQLVHG WR IDFLOLWDWH LWV
FUHDWLRQDQGDFWLRQ+RZGRHVWKHFROOHFWLYLW\WKDWLWDOORZVVXVWDLQSROLWLFDOFRQFHUQV
LQ VSLWH RI WKH DSROLWLFLVDWLRQ WKDW KDV DFFRPSDQLHG WKH SV\FKRORJLFDO GLVFLSOLQHV·
SURIHVVLRQDOLVDWLRQ" 7KLV ZRXOG EH VLJQLILFDQW LQ OLJKW RI &RXQVHOOLQJ 3V\FKRORJ\·V
LGHQWLW\DVDUHODWLYHO\\RXQJGLVFLSOLQH
 7KHZRUNRISV\FKRORJLVWV LQVRFLDOHQWUHSUHQHXULDOVHWWLQJVUDWKHUWKDQDWKLUGVHFWRU
YROXQWDU\VHWWLQJ%RQGLLQOLJKWRIWKHDSSDUHQWLVVXHVUHJDUGLQJRUJDQLVDWLRQDO
FRPSDWLELOLW\ $V )HUJXVRQ  GHPRQVWUDWHV WKHUH LV OLPLWHG UHVHDUFK H[SORULQJ
VRFLDOHQWUHSUHQHXULDORXWFRPHVUHJDUGLQJWKHPHQWDOKHDOWKRIFOLHQWVVXSSRUWHGE\
VRFLDO HQWHUSULVHV 7KLV KDV GLPLQLVKHG WKH SRWHQWLDO WR XQGHUVWDQG DQG SODQ
LQWHJUDWLRQEHWZHHQSV\SUDFWLFHDQGVRFLDOHQWHUSULVHV
 7KHUHDGLQHVVZLWKLQWKHSV\GLVFLSOLQHWRFRQVLGHUZRUNLQJLQVRFLDOHQWUHSUHQHXULDORU
WKLUGVHFWRUVVHWWLQJVWRHQVXUHSXUVXHH[SORUHSRVVLELOLWLHVRIVRFLDOMXVWLFHSUDFWLFH$
UHODWHG FRQFHUQ LV WKH GHJUHH RI DZDUHQHVV WKDW SV\FKRORJLFDO SURIHVVLRQDOV KDYH
UHJDUGLQJ WKH GLVFXUVLYH DFWLRQ WKDW FUHDWHV GLVHPSRZHULQJ SRWHQWLDOV IRU
SV\FKRORJLFDO SUDFWLFH +RZ GRHV VXFK DZDUHQHVVQHJRWLDWLRQ UHODWH WR
SV\FKRDQDO\WLF ILQGLQJV WKDW SV\SUDFWLWLRQHUV LQ VWDWH LQVWLWXWLRQV VHUYH D VRFLHWDO
SXUSRVH RI FRQWDLQLQJ DQ[LHW\" +RZFRXOG WKH YDU\LQJ GHJUHHV RI VXFK DZDUHQHVV
DQG GLVFXUVLYH QHJRWLDWLRQ DIIHFW SV\FKRORJLVWV· LQWHUHVWV LQ VRFLDO HQWUHSUHQHXULDO
SUDFWLFH"
 7KH FRQVWUXFWLRQ RI VRFLDO MXVWLFH GLVFRXUVHV ZLWKLQ DQG RXWVLGH RI SV\FKRORJLFDO
GLVFLSOLQHVWRH[SORUHWKHSRVVLELOLWLHVRILQWHJUDWLQJGLIIHUHQWGLVFRXUVHVRIVRFLDOMXVWLFH
DWDGLVFXUVLYHOHYHOWRLQIOXHQFHDQGSROLWLFLVHSUDFWLFH
$VVKRZQLQWKHPHWKRGRORJ\VHFWLRQDFWLRQRULHQWHGHPDQFLSDWRU\UHVHDUFKHPHUJHG
DVDQDSSURSULDWHPHWKRGRORJ\E\ZKLFKWKHUHVHDUFKVWXG\FRXOGKDYHH[SORUHGDQG
DGGUHVVHGVRPHRIWKHFRQFHUQVHVWDEOLVKHGKHUH$FWLRQRULHQWHGUHVHDUFKFRXOG

  
 (QJDJH LQGLYLGXDOV ZKR UHTXLUH VXSSRUW WR HQKDQFH WKHLU HPSOR\DELOLW\ DQG DUH
FKDOOHQJHG E\ WKH ZHOIDUH UHIRUP LQ RUGHU WR HVWDEOLVK KRZ WKH\ XQGHUVWDQG WKH
UHOHYDQFH RI SV\SUDFWLFH WR WKHLU HPSOR\DELOLW\ JRDOV +RZ FRXOG SV\SURIHVVLRQDOV
HQVXUHWKDWWKHVHLQGLYLGXDOV·GHVLUHVRUVXEMHFWLYHO\LGHQWLILHGSV\FKRORJLFDOQHHGVLQ
UHODWLRQWRHPSOR\DELOLW\DUHPHDQLQJIXOO\GHFRQVWUXFWHGXSKHOGDQGDGGUHVVHG LQ
DVRFLDOO\MXVWPDQQHU"+RZZRXOGLVVXHVUHJDUGLQJFRQWH[W´FXOWXUDOVSDFHµDQGWKH
LQYROYHPHQWRIRWKHULQVWLWXWLRQVEHPDQDJHGDQGDGGUHVVHGWRHQVXUHVRFLDODFWLRQ
 (QJDJH VRFLDOHQWHUSULVHV WRH[SORUH WKHLUSRWHQWLDO UHOXFWDQFHRU UHVLVWDQFH WR VXFK
LQWHJUDWLRQZLWKWKHYLHZRIHQVXULQJWKDWWKHPHQWDOKHDOWKQHHGVRIWKRVHFOLHQWVDUH
XQGHUVWRRG DQG DGGUHVVHG LQ D PDQQHU WKDW LV UHIOH[LYHO\ PHDQLQJIXO WR VRFLDO
HQWUHSUHQHXULDOSUDFWLFHDQGWRWKHLUFOLHQWV

& 5HVHDUFK9DOLGLW\(YDOXDWLQJ6WUHQJWKVDQG/LPLWDWLRQV
$VVKRZQSUHYLRXVO\LQWKHPHWKRGRORJ\VHFWLRQ&<DUGOH\KLJKOLJKWVTXDOLWLHV
RIJRRGUHVHDUFKWKDWZLOOEHXVHGWRJXLGHWKHIROORZLQJGLVFXVVLRQRI WKLV UHVHDUFKVWXG\·V
TXDOLW\DQGYDOLGLW\<DUGOH\ DFNQRZOHGJHVWKDWZLWKLQDFULWLFDO VRFLDOFRQVWUXFWLRQLVW
HSLVWHPRORJ\ LWPD\EHLQDSSURSULDWHWRDVVXPHWKDWWKHUHDUHIXQGDPHQWDOFULWHULDWKDWD
UHVHDUFK VWXG\ PXVW DFKLHYH +RZHYHU DV VKH VD\V WKHVH FULWHULD RIIHU D JXLGH IRU WKH
UHVHDUFKHU WKDW DOORZV UHIOHFWLRQ DQG HIIHFWLYH MXVWLILFDWLRQ RI WKHPHWKRGRORJLFDO FKRLFHV
PDGH <DUGOH\  7KH IRXU FULWHULD DUH DV IROORZV VHQVLWLYLW\ WR FRQWH[W HPSLULFDO DQG
VRFLRFXOWXUDO FRPPLWPHQW WR ULJRXU WUDQVSDUHQF\ DQG FRKHUHQFH DQG LPSDFW DQG
LPSRUWDQFH<DUGOH\
& 6HQVLWLYLW\WRFRQWH[W
& &RQWH[WRIH[LVWLQJOLWHUDWXUHDQGUHVHDUFK
7KH UHVHDUFK VWXG\ WRRNDJHQHDORJLFDODSSURDFK WRH[SORULQJ WKH OLWHUDWXUHZKLFKZDVD
UHOHYDQWZD\RI IRUPXODWLQJWKHH[LVWLQJ OLWHUDWXUH LQ OLJKWRI WKHFKRVHQUHVHDUFKSDUDGLJP
DQGPHWKRGRORJ\:LWKLQ WKLV DQDO\VLV RI WKH H[LVWLQJ OLWHUDWXUH WKHUHZDV DQ LQVLVWHQFH RQ
HVWDEOLVKLQJSDVWWUHQGVLQUHVHDUFKSROLF\RQWKHWRSLFDVZHOODVWKHLUVRFLRSROLWLFDOHIIHFWV

  
7KLV JHQHDORJLFDO DSSURDFK KHOSHG HQVXUH WKDW WKH UHVHDUFK ZDV ´SKLORVRSKLFDOO\
JURXQGHGµDQGFRQWH[WXDOLVHGZLWKLQ WKH ´LQWHOOHFWXDO KLVWRU\µ RI WKH WRSLF <DUGOH\ 
3HUKDSVKRZHYHUWKHHPSKDVLVRQWDNLQJDJHQHDORJLFDODSSURDFKZDVDWWKHH[SHQVHRI
HVWDEOLVKLQJWKHEUHDGWKRIHPSLULFDO UHVHDUFKRQWKHWRSLF LQSV\FKRORJ\DQGEH\RQG7KLV
WKHQ OLPLWHGWKHSRWHQWLDORI WKH UHVHDUFK WR WKHQFULWLFDOO\HYDOXDWH WKHUHVHDUFKSUDFWLFHV
WKDWKDYHFKDUDFWHULVHGHPSOR\DELOLW\ UHVHDUFK 7KLVFRXOGEHDWWULEXWHGWR WKHDVVXPSWLRQ
ZLWKLQWKLVUHVHDUFKSDUDGLJPWKDWWKHFRQWH[WRINQRZOHGJHSURGXFWLRQLVPRUHWHOOLQJWKDQ
WKHNQRZOHGJHSURGXFHG7KDWZLWKVWDQGLQJDJUHDWHUFRQVLGHUDWLRQRIHPSLULFDO UHVHDUFK
IURPSV\FKRORJLFDOGLVFLSOLQHVDQGEH\RQGZRXOGKDYHVWUHQJWKHQHGWKHIRXQGDWLRQRIWKH
UHVHDUFK
7KHGLVFXVVLRQRIIHUHGDIXUWKHURSSRUWXQLW\WRFRQWH[WXDOLVHWKHGDWDDQGWRFRUURERUDWHWKH
ILQGLQJV RI WKH DQDO\VLV ,WZDV VLJQLILFDQW WKDW WKLV VWXG\·V GLVFXVVLRQZDVPRVWO\ FRQFHUQHG
ZLWKWKHSDUWLFLSDQW·VDSSDUHQWGLVDYRZDOUHJDUGLQJWKHUROHDQGUHOHYDQFHRISV\FKRORJLFDO
SUDFWLFHLQWKHLUZRUN7KLVZDVSHUKDSVLQIRUPHGE\WKHODUJHUDLPVRIWKHUHVHDUFKWRH[SORUH
KRZZKHUHSV\FKRORJLFDOSUDFWLFHWRZDUGHPSOR\DELOLW\HQKDQFHPHQWFRXOGSDUWLFLSDWHLQ
WKHZRUNZKLOHPDLQWDLQLQJDQDZDUHQHVVRIVRFLDOMXVWLFH$VVXFKLWZDVQHFHVVDU\WRH[SORUH
WKHSRZHUUHODWLRQVFKDUDFWHULVLQJWKHVRFLDOHQWHUSULVHV·ZRUNWKHLUFDSDFLW\WRSXUVXHVRFLDO
MXVWLFHDQGKRZ WKHVHZRXOG LQWHUDFWZLWKSV\FKRORJLFDOSUDFWLFH /LWHUDWXUH UHJDUGLQJ WKH
SURIHVVLRQDOLVDWLRQ RI SV\FKRORJ\ ZDV WKHQ FRQVLGHUHG WR H[SORUH KRZ WKH VHHPLQJO\
SUREOHPDWLF SURIHVVLRQDO LGHQWLW\ DFFRUGLQJ WR WKH SDUWLFLSDQWV PLJKW LQWHUDFWZLWK VRFLDO
HQWUHSUHQHXUVKLSDQG VRFLDO MXVWLFH 8OWLPDWHO\ WKHVH WKLQJV VHW WKH VWDJH IRU WKHDUJXPHQW
WKDWUHIOH[LYLW\UHJDUGLQJSUDFWLFHDVLWUHODWHVWRSRZHUDQGFRQWH[W LVYLWDO7KHVHSRLQWVRI
GLVFXVVLRQ ZHUH DOVR VLJQLILFDQWO\ JXLGHG E\ ZKDW ZDV QRW VDLG RU YDOLGDWHG LQ WKH
SDUWLFLSDQWV·DFFRXQWV6XFKDIRFXVLVPHDQLQJIXOZLWKLQWKHSRVWVWUXFWXUDOLVWXQGHUVWDQGLQJ
$UULEDV$\OORQDQG:DONHUGLQHWKDWWKHWKLQJVWKDWDUHQRWVDLGDUHHTXDOO\LPSRUWDQW
%XW LW FRXOGEHDUJXHG WKDW WKHUHZHUH YHU\GLIIHUHQWGLUHFWLRQV WKHGLVFXVVLRQFRXOG KDYH
WDNHQ


  
& 6RFLR&XOWXUDO&RQWH[W
0\ LGHQWLILFDWLRQ RI WKH UHVHDUFK SUREOHP ZDV LQIRUPHG E\ )RXFDXOGLDQ FULWLTXH RI WKH
OLWHUDWXUHDQGRISV\SUDFWLFHDVZHOODVDQDQHFGRWDODZDUHQHVVRIDVHSDUDWLRQEHWZHHQ
SV\FKRORJLFDO DQG VRFLDO HQWUHSUHQHXULDO DSSURDFKHV WR VXSSRUWLQJ VLPLODU FOLHQWV WRZDUGV
VLPLODU JRDOV 7KLV ZDV FRUURERUDWHG E\ FRQILUPDWLRQ LQ WKH OLWHUDWXUH WKDW WKLV NLQG RI
LQWHJUDWLRQ LV QRW ODUJHO\ HYLGHQW RU HYLGHQFHG E\ UHVHDUFK WKRXJK WKHUH ZHUH DVVXPHG
EHQHILWV
,QKHUHQWZLWKLQWKLVPHWKRGRORJ\LVDQRSSRUWXQLW\WRFRQVLGHUWKHVRFLRFXOWXUDOFRQWH[WDQG
KRZ LW FKDQJHV RYHU WLPH IRU SDUWLFXODU HIIHFWV )XUWKHUPRUH WKURXJK WKH UHTXLUHPHQW RI
UHIOH[LYLW\ ,ZDVDOVRDEOH WRDFFRXQW IRUP\PRWLYDWLRQDQGH[SHFWDWLRQV LQ UHODWLRQWR WKLV
SURFHVVRINQRZOHGJHSURGXFWLRQ
:LWK WKHFRQFHSWRI FRFRQVWUXFWLRQ LQPLQG ,ZDVDOVRFRQVFLRXVRIKRZ WKHSDUWLFLSDQWV
ZRXOG UHVSRQG WRPHDQDVSLULQJSV\FKRORJLVWDQG UHVHDUFKHU WKHUHIRUH´H[SHUWµ" ,ZDV
VHOIFRQVFLRXV LQ IDFWDERXW WKHSRWHQWLDO WKDW WKH\ZRXOGSHUFHLYHPHDVFULWLFDORI WKHLU
DSSDUHQWH[FOXVLRQRISV\FKRORJLVWVDQGGHPDQGLQJMXVWLILFDWLRQ7KHFXULRVLW\WKDWPRWLYDWHG
WKLV UHVHDUFK FRXOG EH FRQFHLYHG DV FULWLFLVP , PDNH WKLV VXJJHVWLRQ EHFDXVH DV <DUGOH\
 VKRZV LQWHUYLHZVDUHPRUHFRQVWUXFWLRQVZKHUHE\ WKH LQWHUYLHZHH DQG LQWHUYLHZHU
VSHDNWRSURGXFHDFHUWDLQHIIHFWLQWKHRWKHU3HUKDSVWKHH[SOLFLWDQGLPSOLFLWUHMHFWLRQRI
SV\FKRORJLFDO SUDFWLFH LQ WKH SDUWLFLSDQW·V DFFRXQW LV LQ UHVSRQVH WR KRZ , DQG P\
PRWLYDWLRQV PD\ KDYH EHHQ SHUFHLYHG LQ VSLWH RI P\ HIIRUWV QRW WR H[SOLFLWO\ LQWURGXFH
SV\FKRORJLFDO SUDFWLFH LQ WKH LQWHUYLHZV ,W LV SRVVLEOH WKDW WKHFULWLFDO WRQHRI WKLV UHVHDUFK
VWXG\ LV LQ UHVSRQVH WR D FRQVWUXFWLRQ RI WKH SDUWLFLSDQWV DV UHMHFWLQJ ZKDW , KDYH EHHQ
ZRUNLQJWREHFRPH.DFHQDQG&KDLWLQ%HUJHU
& &RPPLWPHQWWR5LJRXU
´,PPHUVLRQ LQGDWDµ OHYHOVRIDQDO\VLVDQGFRPSHWHQFHZHUHDFKLHYHGE\IROORZLQJWKH
VWHS DSSURDFK WR )'$ :LOOLJ  DQG WKURXJK GHYHORSPHQWDO RSSRUWXQLWLHV WKDW ZHUH

  
DYDLODEOHGXULQJ WKHFRXUVHRI VWXG\ ,DOVRNHSWD UHIOHFWLYHGLDU\ZKLFKZDVYHU\XVHIXO LQ
DOORZLQJPHDPXOWLOD\HUHGDSSURDFKWRWKHDQDO\VLV<DUGOH\
7KH VDPSOLQJ FULWHULDPD\ KDYH EHHQ WRR EURDG DQG WKHUH DUH VRPH FRQFHUQV UHJDUGLQJ
JHQHUDOLVDWLRQRUDODFNRIFODULW\LQP\XVHRIWKHWHUP´VRFLDOHQWHUSULVHµLQWKLVVWXG\0XFK
RI WKLV UHVHDUFK VWXG\ LV LQ JHQHUDO UHIHUHQFH WR VRFLDO HQWHUSULVHV \HW WKH SDUWLFLSDQW
DFFRXQWVWKDW,XOWLPDWHO\FRQVLGHUHGUHSUHVHQWHGGLIIHUHQWPRGHOVRIVRFLDOHQWHUSULVHV
& 7UDQVSDUHQF\DQG&RKHUHQFH
5HIOH[LYLW\ KDV LPSRUWDQWO\ DOORZHG PH WR DFFRXQW IRU WKH FRQVWUXFWLRQ RI WKLV VWXG\·V
QDUUDWLYH 7KRXJK WKH FRQVLVWHQF\ ZLWKLQ WKH QDUUDWLYH LV HYLGHQW LW LV DOVR DEOH WR
DFFRPPRGDWHPXOWLSOHSHUVSHFWLYHV)RUWKHSXUSRVHVRIIXUWKHUWUDQVSDUHQF\WKHPHWKRGV
VHFWLRQGHPRQVWUDWHVKRZWKHPHWKRGVZHUHLGHQWLILHGQHJRWLDWHGDQGFDUULHGRXW
7KH FRKHUHQFH EHWZHHQ WKH UHVHDUFK TXHVWLRQ DQG WKH SKLORVRSKLFDO XQGHUSLQQLQJV LV
DSSDUHQW:KHUH,QRWLFHGSKLORVRSKLFDOWKHRUHWLFDOWHQVLRQV,DLPHGWRDFNQRZOHGJHWKHP
IURPWKHSRVWPRGHUQSOXUDOLVWVWDQGSRLQW,GHVFULEHGLQWKHSUHIDFHRIWKLVSRUWIROLR)URPWKLV
VWDQGSRLQWLWLVSRVVLEOHWRDFFRPPRGDWHPXOWLSOLFLW\DQGWKHFRQVHTXHQWWHQVLRQV&RRSHU
DQG0F/HRGZKLFK LV LQ OLQHZLWKSRVWPRGHUQ)'$ 7KH WHQVLRQV WKDW , QRWLFHG LQ WKLV
VWXG\ZHUH WKRVH EHWZHHQ )RXFDXOGLDQ WKHRU\ DQG SV\FKRDQDO\WLF WKHRU\ +RZHYHU , GLG
ILQG WKDW WDNLQJ DQ H[WUDGLVFXUVLYH SV\FKRDQDO\WLF SHUVSHFWLYH RIIHUHG PXOWLGLPHQVLRQDO
H[SODQDWLRQVRIXQH[SHFWHGILQGLQJV$VVXFK,GUHZRQSV\FKRDQDO\WLFWKHRU\WREXLOGXSRQ
WKHGLVFXUVLYHILQGLQJVRIWKHVWXG\+RZHYHULWPD\KDYHEHHQPRUHEHQHILFLDOWRDQWLFLSDWH
WKLVSRVVLELOLW\LQWKHPHWKRGRORJ\VHFWLRQ
& ,PSDFWDQG,PSRUWDQFH
7KHUHVHDUFKVWXG\LVFRQFHUQHGZLWKVRFLDOO\MXVWSUDFWLFHWKHUROHRISV\FKRORJLFDOSUDFWLFH
LQ VRFLHW\DVZHOODV LWVHIIHFW $V VXFK LW LVD VWXG\DERXW KRZGLVFLSOLQH·V QHHG WR UHPDLQ
DZDUHRI LWV LPSDFWDQG UHIOH[LYHDERXW LWV LPSRUWDQFH ,KRSHWKDW WKDW LQ LWVHOIHVWDEOLVKHV
WKHLPSDFWDQGLPSRUWDQFHRIWKHVWXG\

  
& 5HIOH[LYLW\
$VWKLVUHVHDUFKKDVSURJUHVVHG,KDYHIRXQGP\VHOIFKDOOHQJHGWRGHFLGHZKHUH,VWDQGRQ
WKHLVVXHVRIZKHWKHUSV\SUDFWLFHVKRXOGEHFRQFHUQHGZLWKHPSOR\DELOLW\HQKDQFHPHQWRU
ZLWK VRFLDO HQWUHSUHQHXULDO SUDFWLFH DW DOO <HW , EHJDQ WKLV UHVHDUFK EHFDXVH , KDG
H[SHULHQFHG VRFLDO HQWHUSULVHVDV LQFUHGLEO\ QHFHVVDU\DQG LQVSLULQJDQG ,ZDQWHG WREHD
SDUW RI WKHP DV D SV\FKRORJLVW , DLPHG WR XQGHUVWDQG KRZ , FRXOG JR DERXW PRXOGLQJ
P\VHOI DQG WKH SURIHVVLRQDO LGHQWLW\ , ZRXOG JDLQ WR VXLW D VRFLDO HQWHUSULVH , HQG WKH
UHVHDUFKZLWKPRUHTXHVWLRQVDERXWZKHWKHU,VKRXOGZDQWWR+RZH[DFWO\FRXOG ,DFKLHYH
VRFLDOO\MXVWDQGHIIHFWLYHLQWHJUDWLRQZKLOHXSKROGLQJWKH&RXQVHOOLQJ3V\FKRORJ\LGHQWLW\"
8QGHUVWDQGLQJ MXVW KRZ DOOHQFRPSDVVLQJ GLVFRXUVH LV DQG KRZ LW HPEHGV HYHQ WKH PRVW
´ZHOOLQWHQGHGµ SUDFWLFH LQ SRZHU UHODWLRQV KDV EHHQ D VRPHZKDW GLVLOOXVLRQLQJ SURFHVV
3HUKDSVWKDWLQLWVHOIGHPRQVWUDWHVKRZ,KDGEHHQDFWHGXSRQE\GLVFRXUVHVWKDWZHUHDEOH
WRLQVSLUHWKHLOOXVLRQLQWKHILUVWSODFH7KHIROORZLQJDQDORJ\FRPHVWRPLQGDV,WKLQNDERXW
KRZ , KDYH EHHQ FKDQJHGE\ WKH SURFHVV RI WKLV UHVHDUFK ,W KDV EHHQ OLNH VHHLQJ D OLYH
EHDWLQJKHDUW IRU WKH ILUVW WLPHDIWHU RQO\ NQRZLQJRIKHDUWV LQ WKHZD\ WKDW+DOOPDUNFDUGV
GHSLFWWKHP7KHVXEMHFWLVQRWKLQJOLNH,H[SHFWHGLWWREHDQGQRZWKDW,KDYHDFWXDOO\VHHQ
WKHKHDUWRILWWRVRPHH[WHQWKRZULGGOHGLWLVZLWKLQWHUFRQQHFWHGDJHQGDVDQGGHPDQGV
LW VHHPV WRRGHOLFDWHDQG LQWHUFRQQHFWHG WR WDNHDSDUW , IHHO WKDW WU\LQJ WR UHDOO\JUDSSOH
ZLWK DQ\ RQH RI WKH LQWHUFRQQHFWHG SDUWV FRXOG HIIHFW FKDQJHV ZLWK ZLGH UHDFKLQJ
LQWHUUHODWHGHIIHFWVWKDWDUHWRRGLIILFXOWWRNQRZDOODWRQFHEXWZLOOPDQLIHVWLQSROLWLFDOZD\V
6RLWVHHPVLPSRUWDQWWRNQRZHYHQPRUHILUVW
, DSSO\ WKLV DQDORJ\ LQ DQRWKHU VHQVH 6RFLDO DFWLRQ LQ WKH IRUP RI VRFLDO HQWUHSUHQHXUVKLS
WKURXJK WKHDSSOLFDWLRQRI SV\FKRORJLFDO NQRZOHGJHKDVEHHQ DQ LVVXHRI SDVVLRQ IRUPH
8QWLOQRZ7KURXJKWKLVUHVHDUFKSURMHFWWKHPHVVLQHVVRIWKHSRZHUUHODWLRQVWKDWDSSHDUWR
GHILQHWKHWRSLFRIHPSOR\DELOLW\DQGRIVRFLDOHQWHUSULVHKDVFRPHWRWKHIRUH,IHHODQHHG
WR VHHNPRUHNQRZOHGJHH[SHUWLVH DVDKHDUW VXUJHRQ IRUH[DPSOH VKRXOG WR UHVSRQG WR
WKHVH LVVXHVPHDQLQJIXOO\RUSHUKDSVSRZHUIXOO\+DYLQJ MXVWFRPSOHWHGD)'$ ,DPDZDUH
WKDW WKHUH LV VLJQLILFDQFH LQP\ FKRLFH RI ZRUGV %XWP\ LQWHQW LV WR VKRZ WKDW DQ LVVXH RI

  
VRPHZKDWLJQRUDQWSDVVLRQKDVEHFRPHDQLVVXHRINQRZOHGJHZKLFKLQLWVHOILVUHODWHGWRD
TXHVWLRQRISRZHURUSRZHUOHVVQHVV ,WVHHPVWKDWSUHVVLQJFRQFHUQVUHJDUGLQJNQRZOHGJH
DQG SRZHU KDYH HPHUJHG LQ UHODWLRQ WRP\ RZQ SUDFWLFH DQG WR WKH DJHQGDV WKDW , ZLOO
LQHYLWDEO\VHUYHDVD&RXQVHOOLQJ3V\FKRORJLVW
3HUKDSV LW LV WKLV SUHRFFXSDWLRQ ZLWK ´EHFRPLQJ D &RXQVHOOLQJ 3V\FKRORJLVWµ WKDW KDV
HIIHFWHGZKDW,KDYHIHOWLQUHODWLRQWRWKHWRQHRIWKLVUHVHDUFKVWXG\$V,UHDGWKURXJKWKH
OLWHUDWXUHDQGZURWHWKHUHVHDUFK,ZDVYHU\DZDUHWKDWDWHYHU\VWDJHVRPHWKLQJZDVEHLQJ
UHMHFWHGFULWLFLVHGVXEMHFWLILHGSDWKRORJLVHGRUFHQVRUHG6RPHWKLQJXQZDQWHGDQGRIWHQ
XQH[SHFWHGRUHYHQXQNQRZQZDVEHLQJGRQHWRVRPHWKLQJHOVH$QG LQVRPHZD\V,IHOW
P\VHOI UHWUHDWLQJ WR D ZLWQHVVLQJ SRVLWLRQ DPLGVW DOO WKH FULWLFDO ILQGLQJV SUHVHQWHG KHUH
DVVXPLQJ WKDW ,ZDVPHUHO\ UHSRUWLQJRQDFULWLFDO WRSLF ,QSDUW WKDWPD\EH WKHQDWXUHRI
UHVHDUFKEXW LW LV DOVRDSRVLWLYLVWDVVXPSWLRQ 7KH VRFLDOFRQVWUXFWLRQLVWHSLVWHPRORJ\RI WKLV
UHVHDUFKLQVLVWVWKDWPHUHZLWQHVVLQJDQGUHSRUWLQJLQUHVHDUFKDUHLPSRVVLEOH:LWKWKDWORJLF
, KDYH SOD\HG D FUHDWLYH SDUW LQ WKLV UHVHDUFK 8QGRXEWHGO\ , KDYH UHMHFWHG FULWLFLVHG
VXEMHFWLILHG SDWKRORJLVHG DQG FHQVRUHG WKURXJK WKLV UHVHDUFK SURFHVV 3HUKDSV WKDW LV DQ
H[WHQVLRQRIWKHGLVLOOXVLRQPHQW,KDYHH[SHULHQFHGWKURXJKWKLVUHVHDUFK
%XW DV , DOOXGHG WR HDUOLHU LW PD\ DOVR EH UHIOHFWLYH RI WKH IDFW WKDW , ZLOO ´EHFRPH D
&RXQVHOOLQJ 3V\FKRORJLVWµ 7KHFULWLTXHV RI WKHGLVFLSOLQH WKDW KDYHHPHUJHG VKRZ WKDW LW LV
ZHOO ZLWKLQ WKH FDSDFLW\ RI SV\FKRORJLVWV WR UHMHFW FULWLFLVH VXEMHFWLI\ SDWKRORJLVH DQG
FHQVRU+RZGRHVWKDWDOLJQZLWKWKHDPELWLRQVWKDWVHWPHRQWKLVFRXUVHLQWKHILUVWSODFH",
DPDZDUHWKDWZLWKLQP\ZULWLQJWKHUHLVDVHQVHWKDWVRPHSDUW\LVLQWKHZURQJDQGDJDLQ,
KDYHWRGHFLGHKRZWRSRVLWLRQP\VHOIEHFDXVHDVD&RXQVHOOLQJ3V\FKRORJLVW ,FRXOGDQG
ZLOO EH D SDUW RI WKH GHEDWH (YHQ DV , DUJXHG WKDW SURIHVVLRQDO LGHQWLW\ PD\ LQ IDFW EH
OLPLWLQJ,QRWLFHGP\VHOI WDNLQJDVWURQJSRVLWLRQLQWKLVUHVHDUFKWRGHOLQHDWHDQGDUJXDEO\
SURWHFWZKDWLV´SV\FKRORJLFDOµIURPZKDWLVQRW,WPD\EHWKDW,KDYHLQWHUQDOLVHGWKHYDOXHV
DQGUHDOLW\RIWKHGLVFLSOLQHDVSHUKDSVLVWKHJRDORIWUDLQLQJ%XWLQDPDQQHURISURWHFWLQJ
WKRVH YDOXHV , VHHP WR WDNH RQ WKH UHVSRQVLELOLW\ WR VRPH GHJUHH RI PDLQWDLQLQJ WKRVH
SURIHVVLRQDOGLVWLQFWERXQGDULHV

  
,WJRHVZLWKRXWVD\LQJWKDWHPSOR\DELOLW\ LVDKLJKO\LPSRUWDQWWRSLFIRUPHDV,FRPHWRWKH
HQGRIP\ WUDLQLQJ ,DPDZDUH WKDW , KDYHDOLJQHGP\RZQHPSOR\DELOLW\ZLWK QHROLEHUDO
FRQVWUXFWLRQVRIDJRRGHPSOR\DEOHFLWL]HQ$IWHUDOO ,DPDGRFWRUDOVWXGHQW)XUWKHUPRUH
DVDWUDLQHH,KDYHWKHGHPRQVWUDWHGWKHDGDSWDELOLW\DQGUHVRXUFHIXOQHVVWKDWLVUHTXLUHGWR
ILQGPDLQWDLQDQGSDVVWKHWUDLQHHSODFHPHQWV<HWGHVSLWHGRLQJZKDWQHROLEHUDOLVPKDV
DVNHGLQDPDQQHURIVSHDNLQJ,DPRIOLPLWHGHPSOR\DELOLW\LQWKH8.,DPDQLQWHUQDWLRQDO
VWXGHQW0\´ULJKWVWRFLWL]HQVKLSµDUHOLWHUDOO\LQTXHVWLRQ3HUKDSVLWLVWKLVH[SHULHQFHRIEHLQJ
IDLOHG E\ D GLVFRXUVH VHHLQJ LW IRU ZKDW LW LV D WULFN RI WKH WRQJXH ZKLFK KDV LQVSLUHGP\
UHVLVWDQFH
7KHDFWRIUHVHDUFKLQJRQHPSOR\DELOLW\IURPDVRFLRSROLWLFDOSHUVSHFWLYHDQGQRWRQDPRUH
FOLQLFDOWRSLFOLNHPDQ\RIP\FROOHDJXHVKDYHGRQHLVDUJXDEO\DQDFWRIUHVLVWDQFH:KLOH
WKLV VWXG\ UHSUHVHQWV D SHUVRQDO DVSLUDWLRQ LW LV DOVR D SURGXFW RI WKH WHQVLRQV WKDW KDYH
HPHUJHG EHWZHHQP\ GHVLUH WR ZRUN LQ WKH FUHDWLYH DUWV DQG WKH QHFHVVLW\ RI ´JRLQJ WR
VFKRRODQGJHWWLQJDJRRGMREµZKLFKLVLPSRUWDQWWRLPPLJUDQWSDUHQWV7KHQHHGWRUHMHFW
EXW DOVR FRQIRUP WR FRQVWUXFWV RI HPSOR\DELOLW\ LV WKXV SHUVRQDO SHUKDSV EHFDXVH LW ZDV
SROLWLFDOILUVWDQGVRWKLVUHVHDUFKVWXG\ZKLFKKDVWDNHQRQWKHIXQFWLRQRIH[SRVLQJSRZHU
UHODWLRQVLQUHODWLRQWR´HPSOR\DELOLW\µLVLWVHOIDIRUPRIUHVLVWDQFH

%XWDJDLQGLVFXUVLYHSRZHULVHYHU\ZKHUH7KRXJKWKLVVWXG\PD\EHDQDFWRIUHVLVWDQFHWKH
IDFWRILWVFUHDWLRQPHDQVWKDWGLVFXUVLYHDFWLRQDFFRPPRGDWHVLWVRPHKRZ,WLVOLNHO\WREH
LQVHUYLFHRIDQDJHQGDWKDWLVEH\RQGPHDQG\HWHQFRPSDVVHVPH7KDWVDLG¶7KHUHLVQR
UHODWLRQVKLSRISRZHUZLWKRXWWKHPHDQVRIHVFDSHRUSRVVLEOHIOLJKWµ)RXFDXOWS
ZKLFK,KRSHWKLVUHVHDUFKKDVVKRZQ





  
5HIHUHQFHV
$OYHVVRQ0DQG.DUUHPDQ' 9DULHWLHVRIGLVFRXUVH2QWKHVWXG\RIRUJDQL]DWLRQV
WKURXJKGLVFRXUVHDQDO\VLV+XPDQUHODWLRQV
$PHULFDQ+HULWDJH'LFWLRQDU\HGLWLRQ
$UULEDV$\OORQ 0 DQG :DONHUGLQH 9  )RXFDXOGLDQ GLVFRXUVH DQDO\VLV7KH 6DJH
KDQGERRNRITXDOLWDWLYHUHVHDUFKLQSV\FKRORJ\
$VKIRUWK % (  5ROH WUDQVLWLRQV LQ RUJDQL]DWLRQDO OLIH $Q LGHQWLW\EDVHG SHUVSHFWLYH
0DKZDK1-/DZUHQFH(UOEDXP
$XVWLQ : %HUJXP 9 1XWWJHQV 6 DQG 3HWHUQHOM7D\ORU &  $ UHYLVLRQLQJ RI
ERXQGDULHV LQ SURIHVVLRQDO KHOSLQJ UHODWLRQVKLSV ([SORULQJ RWKHU PHWDSKRUV(WKLFV
DQG%HKDYLRU
%DEX$ *RYHUQPHQWDOLW\$FWLYH&LWL]HQVKLSDQG0DUJLQDOLVDWLRQ 7KH&DVHRI5XUDO
'ULQNLQJ:DWHUVXSSO\LQ.HUDOD,QGLD$VLDQ6RFLDO6FLHQFH
%DURQ5$DQG0DUNPDQ*'%H\RQGVRFLDOFDSLWDO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  
$SSHQGLFHV
$33(1',;&&LW\8QLYHUVLW\HWKLFVIRUP



3V\FKRORJ\'HSDUWPHQW6WDQGDUG(WKLFV$SSOLFDWLRQ)RUP
8QGHUJUDGXDWH7DXJKW0DVWHUVDQG3URIHVVLRQDO'RFWRUDWH6WXGHQWV

7KLVIRUPVKRXOGEHFRPSOHWHGLQIXOO3OHDVHHQVXUH\RXLQFOXGHWKHDFFRPSDQ\LQJ
GRFXPHQWDWLRQOLVWHGLQTXHVWLRQ

'RHV\RXUUHVHDUFKLQYROYHDQ\RIWKHIROORZLQJ"
)RUHDFKLWHPSOHDVHSODFHD¶[·LQWKHDSSURSULDWHFROXPQ

<HV

1R
3HUVRQVXQGHUWKHDJHRI,I\HVSOHDVHUHIHUWRWKH:RUNLQJZLWK
&KLOGUHQJXLGHOLQHVDQGLQFOXGHDFRS\RI\RXU'%6
 1R
9XOQHUDEOHDGXOWVHJZLWKSV\FKRORJLFDOGLIILFXOWLHV,I\HVSOHDVH
LQFOXGHDFRS\RI\RXU'%6ZKHUHDSSOLFDEOH
 1R
8VHRIGHFHSWLRQ,I\HVSOHDVHUHIHUWRWKH8VHRI'HFHSWLRQ
JXLGHOLQHV
 1R
4XHVWLRQVDERXWSRWHQWLDOO\VHQVLWLYHWRSLFV  1R
3RWHQWLDOIRU¶ODEHOOLQJ·E\WKHUHVHDUFKHURUSDUWLFLSDQWHJ¶,DP
VWXSLG·
 1R
3RWHQWLDOIRUSV\FKRORJLFDOVWUHVVDQ[LHW\KXPLOLDWLRQRUSDLQ  1R
4XHVWLRQVDERXWLOOHJDODFWLYLWLHV  1R
,QYDVLYHLQWHUYHQWLRQVWKDWZRXOGQRWQRUPDOO\EHHQFRXQWHUHGLQ
HYHU\GD\OLIHHJYLJRURXVH[HUFLVHDGPLQLVWUDWLRQRIGUXJV
 1R
3RWHQWLDOIRUDGYHUVHLPSDFWRQHPSOR\PHQWRUVRFLDOVWDQGLQJ  1R
7KHFROOHFWLRQRIKXPDQWLVVXHEORRGRURWKHUELRORJLFDOVDPSOHV  1R
$FFHVVWRSRWHQWLDOO\VHQVLWLYHGDWDYLDDWKLUGSDUW\HJHPSOR\HH
GDWD
 1R
$FFHVVWRSHUVRQDOUHFRUGVRUFRQILGHQWLDOLQIRUPDWLRQ  1R
$Q\WKLQJHOVHWKDWPHDQVLWKDVPRUHWKDQDPLQLPDOULVNRISK\VLFDO
RUSV\FKRORJLFDOKDUPGLVFRPIRUWRUVWUHVVWRSDUWLFLSDQWV
 1R

,I\RXDQVZHUHG¶QR·WRDOOWKHDERYHTXHVWLRQV\RXUDSSOLFDWLRQPD\EHHOLJLEOHIRUOLJKW
WRXFKUHYLHZ<RXVKRXOGVHQG\RXUDSSOLFDWLRQWR\RXUVXSHUYLVRUZKRZLOODSSURYHLWDQG
VHQGLWWRDVHFRQGUHYLHZHU2QFHWKHVHFRQGUHYLHZHUKDVDSSURYHG\RXUDSSOLFDWLRQWKH\
ZLOOVXEPLWLWWRSV\FKRORJ\HWKLFV#FLW\DFXNDQG\RXZLOOEHLVVXHGZLWKDQHWKLFVDSSURYDO
FRGH<RXFDQQRWVWDUW\RXUUHVHDUFKXQWLO\RXKDYHUHFHLYHGWKLVFRGH

,I\RXDQVZHUHG¶\HV·WRDQ\RIWKHTXHVWLRQV\RXUDSSOLFDWLRQLV127HOLJLEOHIRUOLJKWWRXFK
UHYLHZDQGZLOOQHHGWREHUHYLHZHGDWWKHQH[W3V\FKRORJ\'HSDUWPHQW5HVHDUFK(WKLFV
&RPPLWWHHPHHWLQJ<RXVKRXOGVHQG\RXUDSSOLFDWLRQWR\RXUVXSHUYLVRUZKRZLOODSSURYHLW
DQGVHQGLWWRSV\FKRORJ\HWKLFV#FLW\DFXN7KHFRPPLWWHHPHHWLQJVWDNHSODFHRQWKHILUVW
:HGQHVGD\RIHYHU\PRQWKZLWKWKHH[FHSWLRQRI-DQXDU\DQG$XJXVW<RXUDSSOLFDWLRQ
VKRXOGEHVXEPLWWHGDWOHDVWZHHNVLQDGYDQFHRIWKHPHHWLQJ\RXZRXOGOLNHLWFRQVLGHUHG
DW:HDLPWRVHQG\RXDUHVSRQVHZLWKLQGD\V1RWHWKDW\RXPD\EHDVNHGWRUHYLVHDQG
UHVXEPLW\RXUDSSOLFDWLRQVRVKRXOGHQVXUH\RXDOORZIRUVXIILFLHQWWLPHZKHQVFKHGXOLQJ\RXU
UHVHDUFK2QFH\RXUDSSOLFDWLRQKDVEHHQDSSURYHG\RXZLOOEHLVVXHGZLWKDQHWKLFV
DSSURYDOFRGH<RXFDQQRWVWDUW\RXUUHVHDUFKXQWLO\RXKDYHUHFHLYHGWKLVFRGH




  
:KLFKRIWKHIROORZLQJGHVFULEHVWKHPDLQDSSOLFDQW"
3OHDVHSODFHD¶[·LQWKHDSSURSULDWHVSDFH


8QGHUJUDGXDWHVWXGHQW 
7DXJKWSRVWJUDGXDWHVWXGHQW 
3URIHVVLRQDOGRFWRUDWHVWXGHQW ;
5HVHDUFKVWXGHQW 
6WDIIDSSO\LQJIRURZQUHVHDUFK 
6WDIIDSSO\LQJIRUUHVHDUFKFRQGXFWHGDVSDUWRIDODE
FODVV

 

  
1DPHRIDSSOLFDQWV


1REXKOH'HGDQL'ORGOR-XOLDQQD&KDOOHQRU

(PDLOV




3URMHFWWLWOH


(PSOR\DELOLW\DVD3V\FKRORJLFDO7UHDWPHQW*RDO"$)RXFDXOGLDQ'LVFRXUVH$QDO\VLV

3URYLGHDOD\VXPPDU\RIWKHEDFNJURXQGDQGDLPVRIWKHUHVHDUFK1RPRUH
WKDQZRUGV


7KLV VWXG\ DLPV WR H[SORUH KRZ SURIHVVLRQDOV SV\FKRORJLFDO DQG RWKHUZLVH ZKR
VXSSRUW LQGLYLGXDOV DW ULVN IRU VRFLDO H[FOXVLRQ WKURXJK HPSOR\PHQW SUHSDUDWLRQ
LQWHUYHQWLRQVFRQVWUXFWHPSOR\DELOLW\DVDSV\FKRORJLFDOWUHDWPHQWJRDO7KLVVWXG\LV
FRQFHUQHG ZLWK WKH LQIOXHQFH RI GLVFRXUVHV VXFK DV ZRUNIDUH VRFLDO MXVWLFH
FLWL]HQVKLS YRFDWLRQDO UHKDELOLWDWLRQ DQG VRFLDO HQWHUSULVH LQIRUP WKH SDUWLFLSDQW
UHVSRQVHV

5HVSRQVHV IURPSV\FKRORJLFDOSURIHVVLRQDOVDQGQRQSV\FKRORJLFDOSURIHVVLRQDOVZLOO
EH DQDO\VHG VHSDUDWHO\ WR JDLQ DQ XQGHUVWDQGLQJ RI DQG WKHQ WR FRPSDUH WKH
SHUFHLYHG UHOHYDQFH RI SV\FKRORJLFDO LQWHUYHQWLRQV LQ HPSOR\PHQW SUHSDUDWLRQ
DPRQJ ERWK SDUWLFLSDQW JURXSV ,Q WKLV PDQQHU WKH VWXG\ VHHNV WR SUHVHQW
SV\FKRORJLFDO SURIHVVLRQDOV· SHUFHSWLRQ RI KRZ SV\FKRORJLFDO LQWHUYHQWLRQV
PLJKWVKRXOG FRQWULEXWH WR HPSOR\PHQW SUHSDUDWLRQV LQWHUYHQWLRQV 0HDQZKLOH LW
DLPV WR JDLQ LQVLJKWV IURP VHQLRU QRQSV\FKRORJLFDO SURIHVVLRQDOV LQWR WKH DSSDUHQW
SUHIHUHQFH DPRQJ H[LVWLQJ HPSOR\PHQW SUHSDUDWLRQ SURJUDPPHPHV QRW WR
LQFRUSRUDWHSV\FKRORJLFDOLQWHUYHQWLRQV

7KH VWXG\ ZLOO GUDZ RQ H[LVWLQJ LQIRUPDWLRQ UHJDUGLQJ SV\FKRWKHUDS\SV\FKRORJ\·V
KLVWRULFDQGWRSLFDODVVRFLDWLRQZLWKLGHDVRIHPSOR\DELOLW\DQGZLWKWKHHPSOR\PHQW
UHODWHG GHPDQGV SODFHG RQ LQGLYLGXDOV ZLWKLQ DGYDQFHG FDSLWDOLVW FRQWH[WV LQ
GHJUHHVRIVRFLRHFRQRPLFFULVLVVXFKDVWKH8.

3URYLGHDVXPPDU\RIWKHGHVLJQDQGPHWKRGRORJ\


$)RXFDXOGLDQGLVFRXUVHDQDO\VLVZLOOEHFRQGXFWHGEDVHGRQSULPDU\GDWDFROOHFWHG
YLD RQH URXQG RI DXGLRUHFRUGHG VHPLVWUXFWXUHG LQWHUYLHZV ZLWK  SDUWLFLSDQWV
LGHDOO\ +DOI RI WKH SDUWLFLSDQWV ZLOO EH VHQLRU QRQSV\FKRORJLFDO SURIHVVLRQDO RI
GHFLVLRQPDNLQJ FDSDFLW\ LQ HPSOR\PHQW SUHSDUDWRU\ VRFLDO HQWHUSULVHV VXSSRUWLQJ
WKRVHDWULVNIRUVRFLDOH[FOXVLRQ7KHRWKHUKDOIRIWKHSDUWLFLSDQWVZLOOEHFRPSULVHGRI
SV\FKRORJLFDO SURIHVVLRQDOV SURYLGLQJ SV\FKRORJLFDOO\EDVHG HPSOR\PHQW
SUHSDUDWLRQ LQWHUYHQWLRQV WR WKH VDPH FOLHQW SRSXODWLRQ 7KH DFFRXQWV IURP HDFK
SDUWLFLSDQW JURXS ZLOO EH DQDO\VHG VHSDUDWHO\ 7KH UHVXOWV IURP ERWK ZLOO WKHQ EH
GLVFXVVHGFRPSDUDWLYHO\

7KH VWXG\ ZLOO EH JXLGHG E\ UHODWLYLVW VRFLDO FRQVWUXFWLRQLVW HSLVWHPRORJ\ ZKLFK
DVVXPHV WKH VRFLDOO\ FUHDWLYH DQG DFWLYH FDSDFLWLHV RI ODQJXDJH DQG GLVFRXUVHV
ZKLFKLQWXUQFUHDWHFRQILQHRUSUHVXPHFRQVLVWHQWNQRZOHGJHSUDFWLFHVDQGZD\V

  
RIXQGHUVWDQGLQJVHOIKRRG


 3URYLGH GHWDLOV RI DOO WKH PHWKRGV RI GDWD FROOHFWLRQ \RX ZLOO HPSOR\ HJ
TXHVWLRQQDLUHVUHDFWLRQWLPHVVNLQFRQGXFWDQFHDXGLRUHFRUGHGLQWHUYLHZV


,GHDOO\DXGLRUHFRUGHGH[SORUDWRU\VHPLVWUXFWXUHGLQWHUYLHZVRIKRXUGXUDWLRQ
ZLOO EH FRQGXFWHG ZLWK WKH SDUWLFLSDQWV DW WKH SDUWLFLSDQWV· ZRUN SUHPLVHV 7KH
LQWHUYLHZVZLOOEHFRQGXFWHGLQQRSDUWLFXODURUGHU2QO\RQHURXQGRILQWHUYLHZVZLWK
HDFKSDUWLFLSDQWZLOOEHUHTXLUHG

,QIRUPHGFRQVHQWZLOOEHREWDLQHGDQGWKHSDUWLFLSDQW·VULJKWWRZLWKGUDZDVZHOODV
WKHVWXG\·VDLPVZLOOEHYHUEDOO\FRPPXQLFDWHGDWWKHVWDUWRIHDFKLQWHUYLHZ(DFK
SDUWLFLSDQW ZLOO EH UHPLQGHG WKDW WKH UHVHDUFK IRFXV LV QRW RQ VSHFLILF FOLHQW
LQIRUPDWLRQ H[SHULHQFH EXW PRUH JHQHUDOO\ RQ WKH RUJDQL]DWLRQ·V LGHRORJLHV
7KHUHIRUH ZKHUH QHFHVVDU\ SDUWLFLSDQWV ZLOO EH DGYLVHG WR VSHDN RI LQGLYLGXDO
FDVHVSHUVRQDOLQIRUPDWLRQLQJHQHUDORUXQLGHQWLILDEOHWHUPV

$WWKHHQGRIHDFKLQWHUYLHZSDUWLFLSDQWVZLOOEHGHEULHIHGIRUWKHLUIHHGEDFNDQGWR
H[SORUHSRWHQWLDOO\QHJDWLYHSV\FKRORJLFDOHIIHFWVWKRXJKQRQHDUHH[SHFWHGJLYHQ
WKHQDWXUHRIWKHLQWHUYLHZTXHVWLRQV

7KH LQWHUYLHZ WUDQVFULSWV ZLOO EH WUDQVFULEHG DQG GHLGHQWLILHG UDWKHU WKDQ
DQRQ\PL]HG VKRXOG DQ\ SDUWLFLSDQW GHVLUH WR ZLWKGUDZ DIWHU GDWD FROOHFWLRQ 7KH
WUDQVFULSWV ZLOO WKHQ EH VWRUHG LQ RQ D SDVVZRUGVHFXUHG FRPSXWHU ZKLFK WKH
UHVHDUFKHUDORQHZLOOEHDEOHWRDFFHVV

,VWKHUHDQ\SRVVLELOLW\RIDSDUWLFLSDQWGLVFORVLQJDQ\LVVXHVRIFRQFHUQGXULQJWKH
FRXUVH RI WKH UHVHDUFK" HJ HPRWLRQDO SV\FKRORJLFDO KHDOWK RU HGXFDWLRQDO ,V
WKHUHDQ\SRVVLELOLW\RI WKH UHVHDUFKHU LGHQWLI\LQJVXFK LVVXHV" ,I VRSOHDVHGHVFULEH
WKHSURFHGXUHVWKDWDUHLQSODFHIRUWKHDSSURSULDWHUHIHUUDORIWKHSDUWLFLSDQW


$V WKHQDWXUHRI WKH VWXG\·V LQWHUYLHZTXHVWLRQVDQG IRFLDUH ODUJHO\RUJDQL]DWLRQDO
LGHRORJLFDO DQG VRFLRSROLWLFDO LW LV QRW H[SHFWHG  WKDW FRQFHUQLQJ RU VHQVLWLYH
LQIRUPDWLRQZLOOEHGLVFORVHGGXULQJWKHLQWHUYLHZV

'HWDLOVRISDUWLFLSDQWVHJDJHJHQGHUH[FOXVLRQLQFOXVLRQFULWHULD3OHDVHMXVWLI\
DQ\H[FOXVLRQFULWHULD


7KH JHQHUDO LQFOXVLRQ FULWHULD IRU ERWK WKH SV\FKRORJLFDO DQG QRQSV\FKRORJLFDO
SURIHVVLRQDO SDUWLFLSDQW JURXSV ZLOO EH HPSOR\PHQW SDLG RU XQSDLG LQ D VHUYLFH
VXSSRUWLQJHPSOR\PHQWSUHSDUDWLRQIRUWKRVHDWULVNRIVRFLDOH[FOXVLRQLHWKRVHZKR
DUHKRPHOHVVPHQWDOO\LOOGLVDEOHGSUHYLRXVO\FRQYLFWHGHWF7HQXUHRIRIILFHWKDWLV
OHVV WKDQ  \HDU ZLOO EH DQ H[FOXVLRQ FULWHULRQ IRU ERWK JURXSV WR HQVXUH WKDW
SDUWLFLSDQWVDUHUHODWLYHO\ZHOOVRFLDOL]HGWRWKHLUUROHWKHQHHGVRIWKHLUFOLHQWJURXS
DQGWKHRUJDQL]DWLRQ

3V\FKRORJLFDO SURIHVVLRQDOV ZLOO EH RIIHULQJ DQ LQWHUYHQWLRQ H[SOLFLWO\ UHODWHG WR
HPSOR\PHQWSUHSDUDWLRQRUDVVLVWDQFHZKHWKHULWLVJRYHUQPHQWIXQGHGRUQRW7KH\
PD\ZRUNLQGHSHQGHQWO\RUZLWKLQDODUJHURUJDQL]DWLRQ

7KHQRQSV\FKRORJLFDOSURIHVVLRQDOVZLOOQRWZRUNZLWKSV\FKRORJLFDOSURIHVVLRQDOVIRU
WKH VDPH REMHFWLYHV RU SRSXODWLRQ 7KH\ ZLOO EH HQJDJHG LQ D VHQLRU UROH ZKLFK
FRQIHUV WKHPZLWKWKHPVRPHGHJUHHGHFLVLRQPDNLQJSRZHU UHJDUGLQJ WKHQDWXUH

  
RI WKH VHUYLFHRIIHUHG  7KLV WKHUHE\H[FOXGHVERDUGPHPEHUVZKRDUH QRWGLUHFWO\
DFWLYHLQWKHRSHUDWLRQVRIWKHRUJDQL]DWLRQV


 +RZ ZLOO SDUWLFLSDQWV EH VHOHFWHG DQG UHFUXLWHG" :KR ZLOO VHOHFW DQG UHFUXLW
SDUWLFLSDQWV"


9DULRXV RUJDQL]DWLRQV ZLOO EH LQLWLDOO\ FRQWDFWHG DFFRUGLQJ WR WKH SUHVHQFH RI
SV\FKRORJLFDO RU QRQSV\FKRORJLFDO SURIHVVLRQDOV ZKR ZRUN ZLWK WKH SUHYLRXVO\
VSHFLILHGREMHFWLYHVDQGSRSXODWLRQ2UJDQL]DWLRQVZLWKERWKJURXSVRISURIHVVLRQDOV
FROODERUDWLQJ WR PHHW WKHVH REMHFWLYHV DQG IRU WKH VDPH SRSXODWLRQ ZLOO QRW EH
FRQWDFWHG7KHH[HFXWLYHOHDGHUVRIRUJDQL]DWLRQVZLOOEHDSSURDFKHGIRUSHUPLVVLRQ
WRFRQWDFW WKHLUHPSOR\HHV IRU WKHLU LQGLYLGXDOSDUWLFLSDWLRQ2QFH WKHFRQGLWLRQVRI
WKH RUJDQL]DWLRQ·V FRRSHUDWLRQ KDYH EHHQ QHJRWLDWHG WKH SRVVLELOLW\ RI UHFUXLWLQJ
FRQVHQWLQJ SV\FKRORJLFDO SURIHVVLRQDOV RU VHQLRU QRQSV\FKRORJLFDO SURIHVVLRQDOV
VHOHFWHG RQ WKH EDVLV RI WKHLU HPSOR\PHQW WLWOH WKURXJK LQGLYLGXDO SDUWLFLSDWLRQ
LQYLWDWLRQVZLOO EH H[SORUHG 7KH LQGLYLGXDOO\ VHOHFWHG LQGLYLGXDOV ZKR KDYHPHW WKH
FULWHULD IRU SDUWLFLSDWLRQ ZLOO WKHQ EH VHQW LQGLYLGXDO LQYLWDWLRQV WR SDUWLFLSDWH
3V\FKRORJLFDOSURIHVVLRQDOVZKRPD\ZRUN LQGHSHQGHQWO\ZLOOEHFRQWDFWHGGLUHFWO\
ZLWKWKHLQYLWDWLRQWRSDUWLFLSDWH


:LOOSDUWLFLSDQWVUHFHLYHDQ\LQFHQWLYHVIRUWDNLQJSDUW"3OHDVHSURYLGHGHWDLOVRI
WKHVHDQGMXVWLI\WKHLUW\SHDQGDPRXQW


1R


:LOOLQIRUPHGFRQVHQWEHREWDLQHGIURPDOOSDUWLFLSDQWV",IQRWSOHDVHSURYLGHD
MXVWLILFDWLRQ1RWHWKDWDFRS\RI\RXUFRQVHQWIRUPVKRXOGEHLQFOXGHGZLWK\RXU
DSSOLFDWLRQVHHTXHVWLRQ


<HV


+RZZLOO\RXEULHIDQGGHEULHISDUWLFLSDQWV"1RWHWKDWFRSLHVRI\RXULQIRUPDWLRQ
VKHHWDQGGHEULHIVKRXOGEHLQFOXGHGZLWK\RXUDSSOLFDWLRQVHHTXHVWLRQ

3DUWLFLSDQWVZLOOEHEULHIHGZLWKWKHLQIRUPDWLRQRQWKHSDUWLFLSDQWLQIRUPDWLRQVKHHW
ZKLFKZLOOEHVHQWWRLQGLYLGXDOO\VHOHFWHGSDUWLFLSDQWVGXULQJWKHUHFUXLWPHQWSURFHVV
7KLV LQIRUPDWLRQZLOOEHYHUEDOO\ UHSHDWHGDW WKHVWDUWRIHDFK LQWHUYLHZ ,WZLOOGHWDLO
WKHSXUSRVHRIWKHVWXG\WKHSDUWLFLSDQW·VUROHLQWKHVWXG\WKHULJKWVDVSDUWLFLSDQWV
LVVXHVRIFRQILGHQWLDOLW\DQGGDWDSURWHFWLRQIDFWRUVWRFRQVLGHUUHJDUGLQJWKHFRVWV
DQG EHQHILWV RI SDUWLFLSDWLQJ DV ZHOO DV P\ FRQWDFW LQIRUPDWLRQ DQG WKDW RI P\
VXSHUYLVRUDQGRI$QQD5DPEHUJ·VLQFDVHDQ\FRQFHUQVDULVH

3DUWLFLSDQWVZLOOEHGHEULHIHGDIWHU WKH LQWHUYLHZDQGJLYHQ WKHRSSRUWXQLW\ WRRIIHU
IHHGEDFN RU KLJKOLJKW H[SHULHQFHV RI GLVWUHVV GXULQJ WKH LQWHUYLHZ 7KH\ ZLOO EH
LQIRUPHGRI WKHDLPVDQGH[SHFWDWLRQVRI WKH VWXG\ LQ VOLJKWO\PRUHGHWDLO 7KH\ZLOO
DOVR EH VLJQSRVWHG WR WKHLU *3 DQG WKH 6DPDULWDQV VXSSRUW OLQH LQ FDVH WKH\ GR
H[SHULHQFHDQ\ DGGUHVV DV D UHVXOW RI WKHLU SDUWLFLSDWLRQ2QFHDJDLQ WKH\ZLOO EH
SURYLGHGZLWKP\FRQWDFW LQIRUPDWLRQDQG WKDWRIP\ VXSHUYLVRU LQFDVHDQ\ LVVXHV
DULVH


  
/RFDWLRQRIGDWDFROOHFWLRQ3OHDVHGHVFULEHH[DFWO\ZKHUHGDWDFROOHFWLRQZLOO
WDNHSODFH


7KHSDUWLFLSDWLQJRUJDQL]DWLRQ·VSUHPLVHVLQDQDOORFDWHGURRP

D,VDQ\SDUWRI\RXUUHVHDUFKWDNLQJSODFHRXWVLGH(QJODQG:DOHV"
1R ; 
<HV  ,I ¶\HV· SOHDVH GHVFULEH KRZ \RX KDYH LGHQWLILHG DQG FRPSOLHGZLWK DOO
ORFDO UHTXLUHPHQWV FRQFHUQLQJ HWKLFDO DSSURYDO DQG UHVHDUFK
JRYHUQDQFH


E,VDQ\SDUWRI\RXUUHVHDUFKWDNLQJSODFHRXWVLGHWKH8QLYHUVLW\EXLOGLQJV"
1R  
<HV ; ,I ¶\HV· SOHDVH VXEPLW D ULVN DVVHVVPHQWZLWK \RXU DSSOLFDWLRQ RU H[SODLQ
KRZ\RXKDYHDGGUHVVHGULVNV


F,VDQ\SDUWRI\RXUUHVHDUFKWDNLQJSODFHZLWKLQWKH8QLYHUVLW\EXLOGLQJV"
1R ; 
<HV  ,I ¶\HV· SOHDVH HQVXUH \RX KDYH IDPLOLDULVHG \RXUVHOI ZLWK UHOHYDQW ULVN
DVVHVVPHQWVDYDLODEOHRQ0RRGOH
:KDWSRWHQWLDOULVNVWRWKHSDUWLFLSDQWVGR\RXIRUHVHHDQGKRZGR\RXSURSRVH
WRGHDOZLWKWKHVHULVNV"7KHVHVKRXOGLQFOXGHERWKHWKLFDODQGKHDOWKDQGVDIHW\ULVNV


7KHUH LV D SRVVLELOLW\ WKDW WKH VHQLRU SRVLWLRQ RI WKH SDUWLFLSDWLQJ QRQSV\FKRORJLFDO
SURIHVVLRQDOV PD\ PDNH WKHP LGHQWLILDEOH SDUWLFXODUO\ LI WKH VRFLDO HQWHUSULVH WKH\
UHSUHVHQW LV TXLWH XQLTXH LQ LWV VHUYLFH 7KLV ULVN ZLOO EH DGGUHVVHG E\ PDNLQJ WKH
SDUWLFLSDQWVDZDUHRIWKHLUULJKWVZKLOHSDUWLFLSDWLQJLQWKHUHVHDUFKVXFKDVWKHULJKW
WRFRQILGHQWLDOLW\DQGWKHULJKWWRZLWKGUDZSDUWLFXODUO\LQOLJKWRIWKLVULVN:KHUHVXFK
LGHQLWI\LQJ LQIRUPDWLRQ LV GHFLSKHUDEOH DW OHDVW ZLWKLQ WKH UHVHDUFKHU·V MXGJHPHQW
WKHVH DVSHFWV RI WKH DFFRXQW ZLOO QRW EH LQFOXGHG LQ WKH ILQDO SUHVHQWDWLRQ DV
H[FHUSWV2QFHWKHSURMHFWLVVXEPLWWHGWKHGDWDZLOOEHGHVWUR\HG

7KH UHDOLW\ LV WKDW WKH VHUYLFH·V IRFXV LV WRPHHW WKHQHHGVRIYXOQHUDEOHFOLHQWV 7KH
GLVFXVVLRQRIVXFKQHHGVZLWKRXWWKHVHUYLFHXVHUV·LQSXWRUDZDUHQHVVLVYHU\SRVVLEOH
DQGWKLVPD\YLRODWHWKHFOLHQW·VULJKWWRFRQILGHQWLDOLW\HWF,WZLOOWKXVEHVWDWHGLQWKH
LQYLWDWLRQOHWWHUWKDWWKHIRFXVRIWKLVVWXG\GRHVQRWLQFOXGHVHQVLWLYHFOLHQWLQIRUPDWLRQ
DQGDVVXFKSDUWLFLSDQWVZLOOEHHQFRXUDJHGQRWWR LQFOXGH LGHQWLILDEOH LQIRUPDWLRQ
UHJDUGLQJ WKHLU FOLHQWV 7KH\ZLOO EH UHPLQGHGRI WKLV UHTXLUHPHQWDW WKH VWDUWRI WKH
LQWHUYLHZ

:KDWSRWHQWLDOULVNVWRWKHUHVHDUFKHUVGR\RXIRUHVHHDQGKRZGR\RXSURSRVH
WRGHDOZLWKWKHVHULVNV"7KHVHVKRXOGLQFOXGHERWKHWKLFDODQGKHDOWKDQGVDIHW\ULVNV

7KH LQWHUYLHZVZLOO EHFRQGXFWHGDZD\ IURP WKH XQLYHUVLW\ DQGDW WKHSDUWLFLSDQWV·
ZRUNSUHPLVHV7KHUHVHDUFKHUZLOODOVREHFRQGXFWLQJWKH LQWHUYLHZV LQGHSHQGHQWO\
7KHUHLVDKHDOWKDQGVDIHW\ULVNDVWKLVHQYLURQPHQWLVQRWIDPLOLDUDQGWKHUHVHDUFKHU
PD\EHXQDZDUHRIQHFHVVDU\SURFHGXUHVVKRXOGDULVNDULVH7KHVHDUH LVVXHVWREH
GLVFXVVHGLQWKHHDUO\VWDJHVRIWKHUHVHDUFKZKHQWKHFRQGLWLRQVRISDUWLFLSDWLRQDUH
EHLQJQHJRWLDWHGSDUWLFXODUO\ZKHUHWKHSDUWLFLSDQWVUHSUHVHQWODUJHURUJDQL]DWLRQV

:KDWPHWKRGVZLOO\RXXVHWRHQVXUHSDUWLFLSDQWV·FRQILGHQWLDOLW\DQGDQRQ\PLW\"
3OHDVHQRWHWKDWFRQVHQWIRUPVVKRXOGDOZD\VEHNHSWLQDVHSDUDWHIROGHUWRGDWD
DQGVKRXOG127LQFOXGHSDUWLFLSDQWQXPEHUV

  

3OHDVHSODFHDQ¶;·LQDOODSSURSULDWHVSDFHV
&RPSOHWHDQRQ\PLW\RISDUWLFLSDQWVLHUHVHDUFKHUVZLOOQRWPHHWRUNQRZ
WKHLGHQWLW\RISDUWLFLSDQWVDVSDUWLFLSDQWVDUHDSDUWRIDUDQGRPVDPSOH
DQGDUHUHTXLUHGWRUHWXUQUHVSRQVHVZLWKQRIRUPRISHUVRQDOLGHQWLILFDWLRQ

$QRQ\PLVHGVDPSOHRUGDWDLHDQLUUHYHUVLEOHSURFHVVZKHUHE\LGHQWLILHUV
DUHUHPRYHGIURPGDWDDQGUHSODFHGE\DFRGHZLWKQRUHFRUGUHWDLQHG
RIKRZWKHFRGHUHODWHVWRWKHLGHQWLILHUV,WLVWKHQLPSRVVLEOHWRLGHQWLI\WKH
LQGLYLGXDOWRZKRPWKHVDPSOHRILQIRUPDWLRQUHODWHV

'HLGHQWLILHGVDPSOHVRUGDWDLHDUHYHUVLEOHSURFHVVZKHUHE\LGHQWLILHUV
DUHUHSODFHGE\DFRGHWRZKLFKWKHUHVHDUFKHUUHWDLQVWKHNH\LQDVHFXUH
ORFDWLRQ
;
3DUWLFLSDQWVEHLQJUHIHUUHGWRE\SVHXGRQ\PLQDQ\SXEOLFDWLRQDULVLQJIURP
WKHUHVHDUFK
;
$Q\RWKHUPHWKRGRISURWHFWLQJWKHSULYDF\RISDUWLFLSDQWVHJXVHRIGLUHFW
TXRWHVZLWKVSHFLILFSHUPLVVLRQRQO\XVHRIUHDOQDPHZLWKVSHFLILFZULWWHQ
SHUPLVVLRQRQO\3OHDVHSURYLGHIXUWKHUGHWDLOVEHORZ




:KLFKRIWKHIROORZLQJPHWKRGVRIGDWDVWRUDJHZLOO\RXHPSOR\"

3OHDVHSODFHDQ¶;·LQDOODSSURSULDWHVSDFHV
'DWDZLOOEHNHSWLQDORFNHGILOLQJFDELQHW 
'DWDDQGLGHQWLILHUVZLOOEHNHSWLQVHSDUDWHORFNHGILOLQJFDELQHWV 
$FFHVVWRFRPSXWHUILOHVZLOOEHDYDLODEOHE\SDVVZRUGRQO\ ;
+DUGGDWDVWRUDJHDW&LW\8QLYHUVLW\/RQGRQ 
+DUGGDWDVWRUDJHDWDQRWKHUVLWH3OHDVHSURYLGHIXUWKHUGHWDLOVEHORZ 



:KRZLOOKDYHDFFHVVWRWKHGDWD"

3OHDVHSODFHDQ¶;·LQWKHDSSURSULDWHVSDFH
2QO\UHVHDUFKHUVQDPHGLQWKLVDSSOLFDWLRQIRUP

;
3HRSOHRWKHUWKDQWKRVHQDPHGLQWKLVDSSOLFDWLRQIRUP3OHDVHSURYLGH
IXUWKHUGHWDLOVEHORZRIZKRZLOOKDYHDFFHVVDQGIRUZKDWSXUSRVH




$WWDFKPHQWVFKHFNOLVW3OHDVHHQVXUH\RXKDYHUHIHUUHGWRWKH3V\FKRORJ\
'HSDUWPHQWWHPSODWHVZKHQSURGXFLQJWKHVHLWHPV7KHVHFDQEHIRXQGLQWKH
5HVHDUFK(WKLFVSDJHRQ0RRGOH

3OHDVHSODFHDQ¶;·LQDOODSSURSULDWHVSDFHV
 $WWDFKHG 1RW
DSSOLFDEOH
7H[WIRUVWXG\DGYHUWLVHPHQW  ;
3DUWLFLSDQWLQIRUPDWLRQVKHHW ; 
3DUWLFLSDQWFRQVHQWIRUP ; 
4XHVWLRQQDLUHVWREHHPSOR\HG  ;
'HEULHI ; 
&RS\RI'%6  ;
5LVNDVVHVVPHQW ; 
2WKHUVWRSLFJXLGHIRULQWHUYLHZ ; 

  
  
  
  
  


,QIRUPDWLRQIRULQVXUDQFHSXUSRVHV

D3OHDVHSURYLGHDEULHIDEVWUDFWGHVFULELQJWKHSURMHFW



7KLVSURMHFWVHHNVWRH[SORUHWKHUROHDQGUHOHYDQFHRIFRXQVHOOLQJSV\FKRORJ\LQWKH
YRFDWLRQDOUHKDELOLWDWLRQRILQGLYLGXDOVDWULVNIRUVRFLDOH[FOXVLRQ7KLVSURMHFW
SDUWLFXODUO\H[SORUHVWKHGLVFLSOLQH·VUHOHYDQFHWRWKHSHUVRQDOGHYHORSPHQWQHHGVRI
WKLVSRSXODWLRQJLYHQWKHLUH[SHULHQFHRIVRFLDOH[FOXVLRQDQGLWVSV\FKRORJLFDO
HIIHFWVZLWKWKHDVVXPSWLRQWKDWWKHPHHWLQJRIVXFKQHHGVFKDUDFWHUL]HVFRXQVHOOLQJ
SV\FKRORJ\·VLGHQWLW\DVDGLVFLSOLQH7KHVHFRQVLGHUDWLRQVRIFRXQVHOOLQJSV\FKRORJ\·V
UHOHYDQFHZLOOEHH[SORUHGIURPWKHSHUVSHFWLYHRISV\FKRORJLFDOSURIHVVLRQDOV
HQJDJHGLQHPSOR\PHQWSUHSDUDWLRQLQWHUYHQWLRQVVXSSRUWLQJWKHDIRUHPHQWLRQHG
SRSXODWLRQJURXS6SHFLILFDOO\WKH\ZLOOEHDVNHGWRGLVFXVVWKHLUXQGHUVWDQGLQJRI
HPSOR\DELOLW\DVDSV\FKRORJLFDOWUHDWPHQWJRDO7KHLUDFFRXQWVZLOOEHFRPSDUHG
ZLWKWKRVHRIVHQLRUQRQSV\FKRORJLFDOSURIHVVLRQDODOVRHQJDJHGLQHPSOR\PHQW
SUHSDUDWLRQSURJUDPPHPHVZKRVHYLVLRQDQGSHUVRQDOGHYHORSPHQWREMHFWLYHVIRU
VHUYLFHXVHUVGRQRWDSSHDUWRDFFRPPRGDWHSV\FKRWKHUDSHXWLFSV\FKRORJLFDO
SUDFWLFH7KHVHSDUWLFLSDQWVZLOOEHDVNHGWRGLVFXVVWKHVDPHLVVXHRIHPSOR\DELOLW\
DVDSV\FKRORJLFDOWUHDWPHQWJRDO$)RXFDXOGLDQGLVFRXUVHDQDO\VLVZLOOEH
FRQGXFWHGRQHDFKJURXS·VDFFRXQWVWRH[SORUHWKHLGHRORJLHVDQGGLVFRXUVHV
UHJDUGLQJFLWL]HQVKLSYRFDWLRQDOUHKDELOLWDWLRQDQGSV\FKRWKHUDSHXWLFSV\FKRORJLFDO
SUDFWLFHWKDWDUHDWZRUN
3OHDVHSODFHDQ¶;·LQDOODSSURSULDWHVSDFHV
E'RHVWKHUHVHDUFKLQYROYHDQ\RIWKHIROORZLQJ <HV 1R
&KLOGUHQXQGHUWKHDJHRI\HDUV"  ;
&OLQLFDOWULDOVLQWHUYHQWLRQWHVWLQJ"  ;
2YHUSDUWLFLSDQWV"  ;
F$UH\RXVSHFLILFDOO\UHFUXLWLQJSUHJQDQWZRPHQ"  ;
G,VDQ\SDUWRIWKHUHVHDUFKWDNLQJSODFHRXWVLGHRIWKH
8."
 ;
  

,I\RXKDYHDQVZHUHG¶QR·WRDOOWKHDERYHTXHVWLRQVSOHDVHJRWRVHFWLRQ

,I\RXKDYHDQVZHUHG¶\HV·WRDQ\RIWKHDERYHTXHVWLRQV\RXZLOOQHHGWRFKHFNWKDW
WKHXQLYHUVLW\·VLQVXUDQFHZLOOFRYHU\RXUUHVHDUFK<RXVKRXOGGRWKLVE\VXEPLWWLQJWKLV
DSSOLFDWLRQWR EHIRUHDSSO\LQJIRUHWKLFVDSSURYDO
3OHDVHLQLWLDOEHORZWRFRQILUPWKDW\RXKDYHGRQHWKLV

,KDYHUHFHLYHGFRQILUPDWLRQWKDWWKLVUHVHDUFKZLOOEHFRYHUHGE\WKHXQLYHUVLW\·V
LQVXUDQFH

1DPH1REXKOH'HGDQL'ORGOR'DWH





  

,QIRUPDWLRQIRUUHSRUWLQJSXUSRVHV

3OHDVHSODFHDQ¶;·LQDOODSSURSULDWHVSDFHV
D'RHVWKHUHVHDUFKLQYROYHDQ\RIWKHIROORZLQJ <HV 1R
3HUVRQVXQGHUWKHDJHRI\HDUV"  ;
9XOQHUDEOHDGXOWV"  ;
3DUWLFLSDQWUHFUXLWPHQWRXWVLGH(QJODQGDQG:DOHV"  ;
  
E+DVWKHUHVHDUFKUHFHLYHGH[WHUQDOIXQGLQJ"  ;



'HFODUDWLRQVE\DSSOLFDQWV

3OHDVHFRQILUPHDFKRIWKHVWDWHPHQWVEHORZE\SODFLQJDQ¶;·LQWKHDSSURSULDWH
VSDFH
,FHUWLI\WKDWWRWKHEHVWRIP\NQRZOHGJHWKHLQIRUPDWLRQJLYHQDERYH
WRJHWKHUZLWKDFFRPSDQ\LQJLQIRUPDWLRQLVFRPSOHWHDQGFRUUHFW
;
,DFFHSWWKHUHVSRQVLELOLW\IRUWKHFRQGXFWRIWKHSURFHGXUHVVHWRXWLQWKH
DWWDFKHGDSSOLFDWLRQ
;
,KDYHDWWHPSWHGWRLGHQWLI\DOOULVNVUHODWHGWRWKHUHVHDUFKWKDWPD\DULVHLQ
FRQGXFWLQJWKHSURMHFW
;
,XQGHUVWDQGWKDWQRUHVHDUFKZRUNLQYROYLQJKXPDQSDUWLFLSDQWVRUGDWD
FDQFRPPHQFHXQWLOHWKLFDODSSURYDOKDVEHHQJLYHQ
;
 6LJQDWXUH3OHDVHW\SHQDPH 'DWH
6WXGHQWV

1REXKOH'HGDQL'ORGOR 
6XSHUYLVRU

 


  
5HYLHZHU)HHGEDFN)RUP


1DPHRIUHYLHZHUV



(PDLOV



'RHVWKLVDSSOLFDWLRQUHTXLUHDQ\UHYLVLRQVRUIXUWKHULQIRUPDWLRQ"

3OHDVHSODFHDQ¶;·WKHDSSURSULDWHVSDFH
1R
5HYLHZHUVVKRXOGVLJQWKH
DSSOLFDWLRQDQGUHWXUQWR
SV\FKRORJ\HWKLFV#FLW\DFXNFFLQJ
WRWKHVXSHUYLVRU
 <HV
5HYLHZHUVVKRXOGSURYLGHIXUWKHU
GHWDLOVEHORZDQGHPDLOGLUHFWO\
WRWKHVWXGHQWDQGVXSHUYLVRU

5HYLVLRQVIXUWKHULQIRUPDWLRQUHTXLUHG
7R EH FRPSOHWHG E\ WKH UHYLHZHUV 3/($6( '2 127 '(/(7( $1< 35(9,286
&200(176
'DWH
&RPPHQWV








$SSOLFDQWUHVSRQVHWRUHYLHZHUFRPPHQWV
7REHFRPSOHWHGE\WKHDSSOLFDQW3OHDVHDGGUHVVWKHSRLQWVUDLVHGDERYHDQG
H[SODLQKRZ\RXKDYHGRQHWKLVLQWKHVSDFHEHORZ<RXVKRXOGWKHQHPDLOWKHHQWLUH
DSSOLFDWLRQLQFOXGLQJDWWDFKPHQWVZLWKWUDFNHGFKDQJHVGLUHFWO\EDFNWRWKH
UHYLHZHUVFFLQJWR\RXUVXSHUYLVRU
'DWH
5HVSRQVH






5HYLHZHUVLJQDWXUHV
7REHFRPSOHWHGXSRQ),1$/DSSURYDORIDOOPDWHULDOV

 6LJQDWXUH3OHDVHW\SHQDPH 'DWH
6XSHUYLVRU

 
6HFRQGUHYLHZHU

 




  
$SSHQGL[&(WKLFVDSSURYDOOHWWHU
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  
$SSHQGL[&,QLWLDOLQWURGXFWRU\HPDLOWRSRWHQWLDOSDUWLFLSDQWV
'HDU0DULFH

,ZRXOGOLNHWRLQYLWH$FFXPXOWRSDUWLFLSDWHLQDGRFWRUDOUHVHDUFKSURMHFWH[SORULQJ
LQWHUYHQWLRQVSURPRWLQJHPSOR\DELOLW\DQGWKHZRUNRIWKLUGVHFWRUVHWWLQJVVXSSRUWLQJSHRSOH
HQKDQFHWKHLUHPSOR\DELOLW\

,DPD&RXQVHOOLQJ3V\FKRORJ\GRFWRUDOVWXGHQWDQGDPGRLQJWKLVUHVHDUFKXQGHUWKH
VXSHUYLVLRQRI&LW\8QLYHUVLW\/RQGRQ,ZRXOGOLNHWKHRSSRUWXQLW\WRPHHWZLWKDVHQLRU
SURIHVVLRQDOUHSUHVHQWLQJ$FFXPOIRUDVLQJOHLQWHUYLHZLQRUGHUWRGLVFXVVZKDWWKH
RUJDQL]DWLRQVHHNVWRGRWKHVRFLRSROLWLFDOFRQWH[WRI\RXUZRUNDQGWKHXQLTXHFOLHQWQHHGV
WKHRUJDQL]DWLRQLVVWUXFWXUHGWRPHHW7RFODULI\,DPQRWVHHNLQJWRJDLQDQ\LQIRUPDWLRQ
DERXWLQGLYLGXDOFOLHQWRUHPSOR\HHH[SHULHQFHV

,ORRNIRUZDUGWRKHDULQJIURP\RXDQGWRLGHQWLI\LQJWKHEHVWSHUVRQIRUVXFKDQLQWHUYLHZ
3OHDVHGRQRWKHVLWDWHWRFRQWDFWPHIRUIXUWKHULQIRUPDWLRQ,ZRXOGPRUHWKDQKDSS\WR
VSHFLI\WKHQDWXUHRIWKHUHVHDUFKDQGWKHWHUPVRISDUWLFLSDWLRQLQJUHDWHUGHWDLO

7KDQN\RXLQDGYDQFH

.LQGUHJDUGV

'HGDQL1'ORGOR
'RFWRUDO&RXQVHOOLQJ3V\FKRORJ\6WXGHQW
&RXQVHOOLQJ3V\FKRORJ\'3V\FK
&LW\8QLYHUVLW\/RQGRQ







  
$SSHQGL[&6DPSOHRILQWURGXFWRU\HPDLOWRSDUWLFLSDQWVUHFUXLWHGYLDVQRZEDOOLQJ
VDPSOLQJ

'HDU.HYLQ

7KDQN\RXYHU\PXFKIRUJHWWLQJLQWRXFKZLWKPH,DSSUHFLDWH\RXUZLOOLQJQHVVWR
SDUWLFLSDWH<RXZLOOILQGDWWDFKHGDSDUWLFLSDQWLQIRUPDWLRQVKHHWWKDWGHWDLOVWKHDLPVRIP\
UHVHDUFK\RXUULJKWVDVDSDUWLFLSDQWDQGWKHSDUDPHWHUVRIRXUUHVHDUFKUHODWLRQVKLS

(VVHQWLDOO\,DPKRSLQJWKDWZHFDQPHHWZLWKIRUDQKRXUDQGDKDOIWRGLVFXVVDV$QG\
PHQWLRQHGZKDW\RXURUJDQL]DWLRQVHHNVWRGRWKHVRFLRSROLWLFDOFRQWH[WRI\RXUZRUNDQG
WKHXQLTXHFOLHQWQHHGV\RXUVHUYLFHLVVWUXFWXUHGWRPHHW

,ZRXOGEHKDSS\WRPHHW\RXDWWKHRUJDQL]DWLRQSUHPLVHV0D\,VXJJHVWWKDWZHPHHWRQ
D0RQGD\RU7KXUVGD\DIWHUQRRQIURPWKHWKRI)HEUXDU\RQZDUGV"

7KDQN\RXDJDLQ,ORRNIRUZDUGWRKHDULQJIURP\RX

.LQGUHJDUGV

'HGDQL'ORGOR
7UDLQHH&RXQVHOOLQJ3V\FKRORJLVW
&RXQVHOOLQJ3V\FKRORJ\'3V\FK
&LW\8QLYHUVLW\









  
$SSHQGL[&3DUWLFLSDQW,QIRUPDWLRQVKHHW


7LWOHRIVWXG\(PSOR\DELOLW\DVD3V\FKRORJLFDO7UHDWPHQW*RDO"$)RXFDXOGLDQ'LVFRXUVH
$QDO\VLV

:HZRXOGOLNHWRLQYLWH\RXWRWDNHSDUWLQDUHVHDUFKVWXG\%HIRUH\RXGHFLGHZKHWKHU\RX
ZRXOGOLNHWRWDNHSDUWLWLVLPSRUWDQWWKDW\RXXQGHUVWDQGZK\WKHUHVHDUFKLVEHLQJGRQH
DQGZKDWLWZRXOGLQYROYHIRU\RX3OHDVHWDNHWLPHWRUHDGWKHIROORZLQJLQIRUPDWLRQFDUHIXOO\
DQGGLVFXVVLWZLWKRWKHUVLI\RXZLVK$VNXVLIWKHUHLVDQ\WKLQJWKDWLVQRWFOHDURULI\RXZRXOG
OLNHPRUHLQIRUPDWLRQ

:KDWLVWKHSXUSRVHRIWKHVWXG\"
)LUVWDQGIRUHPRVWWKLVUHVHDUFKLVEHLQJXQGHUWDNHQDVDUHTXLUHPHQWRI&LW\8QLYHUVLW\·V
&RXQVHOOLQJ3V\FKRORJ\3URIHVVLRQDO'RFWRUDWH7KHH[SHFWHGHQGGDWHRIWKHUHVHDUFKVWXG\
LV6HSWHPEHUKRZHYHU\RXUSDUWLFLSDWLRQIURPWKHWLPHRIWKLVFRQWDFWZLOOQRWEH
H[SHFWHGWRJREH\RQGPRQWKV

7KLVVWXG\DLPVWRH[SORUHKRZQRQSV\FKRORJLFDOSURIHVVLRQDOVZKRVXSSRUWLQGLYLGXDOVDWULVN
IRUVRFLDOH[FOXVLRQWKURXJKHPSOR\PHQWSUHSDUDWLRQLQWHUYHQWLRQVFRQVWUXFWHPSOR\DELOLW\DV
DQLQWHUYHQWLRQJRDO5HVSRQVHVIURPVHQLRUQRQSV\FKRORJLFDOSURIHVVLRQDOVZLOOEHDQDO\VHG
WRJDLQDQXQGHUVWDQGLQJRIKRZWKLVSDUWLFLSDQWJURXSFRQVWUXFWVWKHUHOHYDQFHRI
SV\FKRORJLFDOLQWHUYHQWLRQVWRHPSOR\PHQWSUHSDUDWLRQDVVLVWDQFHJRDOV,QWKLVPDQQHUWKH
VWXG\VHHNVWRH[SORUHKRZVHQLRUVRFLDOHQWUHSUHQHXULDOSURIHVVLRQDOVZRUNLQJLQQRQ
SV\FKRORJLFDOHPSOR\PHQWSUHSDUDWLRQSURJUDPPHVXQGHUVWDQGSV\FKRORJLFDOSUDFWLFHDV
LWUHODWHVWRHPSOR\DELOLW\DQGVRFLDOMXVWLFH

:K\KDYH,EHHQLQYLWHG"
<RXKDYHEHHQVHOHFWHGSULPDULO\RQWKHEDVLVRI\RXUSURIHVVLRQDOSDUWLFLSDWLRQLQDQ
HPSOR\PHQWSUHSDUDWLRQSURJUDPPHVXSSRUWLQJWKRVHDWULVNIRUVRFLDOH[FOXVLRQ0RUH
VSHFLILFDOO\\RXKDYHEHHQLQYLWHGWRSDUWLFLSDWHEHFDXVHRI\RXUUROHDVVHQLRUQRQ
SV\FKRORJLFDOSURIHVVLRQDOVXSSRUWLQJWKHDIRUHPHQWLRQHGFOLHQWJURXS

'R,KDYHWRWDNHSDUW"
3DUWLFLSDWLRQLQWKHSURMHFWLVYROXQWDU\<RXFDQZLWKGUDZDWDQ\VWDJHRIWKHSURMHFWZLWKRXW
EHLQJSHQDOL]HGRUGLVDGYDQWDJHGLQDQ\ZD\,WLVXSWR\RXWRGHFLGHZKHWKHURUQRWWR

  
WDNHSDUW,I\RXGRGHFLGHWRWDNHSDUW\RXZLOOEHDVNHGWRVLJQDFRQVHQWIRUP,I\RX
GHFLGHWRWDNHSDUW\RXDUHVWLOOIUHHWRZLWKGUDZXSXQWLOWKHZULWHXSRIWKHVWXG\EHJLQVDQG
ZLWKRXWJLYLQJDUHDVRQ

:KDWZLOOKDSSHQLI,WDNHSDUW"
7KHPDLQUHTXHVWLVWKDW\RXHQJDJHLQDVLQJOHVHPLVWUXFWXUHGLQWHUYLHZRQWKH
RUJDQL]DWLRQ·VSUHPLVHV4XHVWLRQVSHUWLQHQWWRWKHUHVHDUFKDLPVZLOOEHDVNHGRI\RX%HIRUH
WKHLQWHUYLHZLVFRQGXFWHG\RXZLOOEHDVNHGWRFRQVHQWWRKDYLQJ\RXUUHVSRQVHVDXGLR
UHFRUGHGWUDQVFULEHGDQDO\VHGDIWHUWKHLQWHUYLHZDSSRLQWPHQW

)ROORZLQJ\RXUDIILUPDWLYHUHVSRQVHWRWKLVLQYLWDWLRQ\RXUFRQVHQWZLOOEHREWDLQHGDQGWKH
LQWHUYLHZZLOOEHFRQGXFWHGZLWKLQDSHULRGRIPRQWKV7KHILUVWWRPHHWLQJEHWZHHQ
\RXUVHOIDQGWKHUHVHDUFKHUZLOOLGHDOO\RFFXURQWKHGD\RIWKHLQWHUYLHZ

<RXUQDPHDQGWLWOHZLOOEHQRWHGDQGOLQNHGZLWK\RXULQWHUYLHZUHVSRQVHVE\PHDQVRID
SDUWLFLSDQWVHOHFWHGQXPEHUVXFKWKDWLQWHUYLHZUHVSRQVHVFDQEHHDVLO\LGHQWLILHGVKRXOG
\RXFKRRVHWRZLWKGUDZ+RZHYHUSHUVRQDOLQIRUPDWLRQZLOOEHVWRUHGVDIHO\RQDVHFXUH
FRPSXWHUDVZLOOWKHWUDQVFULSWRI\RXUUHFRUGHGUHVSRQVHV:KHQWKHUHVHDUFKLVZULWWHQXS
\RXUUHVSRQVHVZLOOEHGHLGHQWLILHGDQGDSVHXGRQ\PZLOOEHXVHGLQWKHDQDO\VLVWRHQVXUH
WKHFRQILGHQWLDOLW\RI\RXULGHQWLW\

7KHUHVHDUFKHUDQGWKHLGHQWLILHGVXSHUYLVRUZLOOEHWKHRQO\LQGLYLGXDOVZLWKDFFHVVWRWKH
RULJLQDOWUDQVFULSWVDQGWKHFRUUHVSRQGLQJSDUWLFLSDQW·VLGHQWLW\8QOHVV\RXFKRRVHWR
ZLWKGUDZEHIRUHWKHGHDGOLQHIRUZLWKGUDZDOZKLFKLVXSXQWLOWKHZULWHXSRIWKHVWXG\
EHJLQVWKHGDWDZLOOEHGHVWUR\HGDIWHUWKHVXEPLVVLRQRIWKHILQDOSUHVHQWDWLRQLQ6HSWHPEHU
$OOSDSHUYHUVLRQVRIWKHGDWDZLOOEHVKUHGGHGDQGHOHFWURQLFGDWDZLOOGHOHWHGIURPDOO
SODWIRUPV

6KRXOG\RXFKRRVHWRZLWKGUDZEHIRUHWKLVGHDGOLQHSOHDVHGRVRYLDHPDLO<RXUUHOHYDQW
DFFRXQWDQGSHUVRQDOLQIRUPDWLRQZLOOEHGHOHWHGXSRQUHTXHVW7KLVDFWLRQZLOOEHFRQILUPHG
YLDHPDLO$OOFRQWDFWLQIRUPDWLRQZLOOWKHQEHGHOHWHG

7KHWUDQVFULSWVZLOOILQDOO\EHDQDO\VHGXVLQJDWHFKQLTXHNQRZQDV)RXFDXOGLDQ'LVFRXUVH
$QDO\VLVZKLFKLVLQWHUHVWHGLQWKHLGHRORJLHVDQGGLVFRXUVHVWKDWDUHHPSOR\HGLQWKHZD\
ZHDUHHQFRXUDJHGWRVSHDNRISKHQRPHQDDQGRXUUHODWLRQVKLSWRWKHP7KHUHLVDQ
LQWHUHVWLQKRZODQJXDJHFUHDWHVXQLTXHLPSOLFDWLRQVIRUYDULRXVZD\VRIEHLQJDQGDFWLRQV




  
:KDWDUHWKHSRVVLEOHGLVDGYDQWDJHVDQGULVNVRIWDNLQJSDUW"
2QHLGHQWLILHGULVNLVWKDWRIGLVFORVLQJSHUVRQDORUFOLQLFDOLQIRUPDWLRQWKDWFDQEHLGHQWLILHG
DVXQLTXHWRDQLQGLYLGXDOVHUYLFHXVHURUHPSOR\HHSDUWLFLSDQW7KLVULVNDWSUHVHQWLV
SHUFHLYHGWREHPLQLPDODVWKHLQWHUHVWVRIWKHUHVHDUFKDUHRUJDQL]DWLRQDODQGLGHRORJLFDO
UDWKHUWKDQVSHFLILFWRXQLTXHFOLHQWRUHPSOR\HHH[SHULHQFHV<RXDUHHQFRXUDJHGWR
HQVXUHWKDWDQ\FOLHQWRUSHUVRQDOLQIRUPDWLRQWKDWLVGHHPHGZRUWK\RILQFOXVLRQLQWKH
LQWHUYLHZLVDVXQLGHQWLILDEOHDVSRVVLEOH,IDFFRUGLQJWRWKHUHVHDUFKHU·VMXGJHPHQWDVSHFWV
RI\RXUDFFRXQWGRLGHQWLI\FOLHQWVDQGLQGHHG\RXUVHOIWKHVHZLOOEHH[FOXGHGIURPWKHILQDO
SUHVHQWDWLRQDVPXFKDVSRVVLEOHDQGRWKHUZLVHSVHXGRQ\PLVHG

:KDWDUHWKHSRVVLEOHEHQHILWVRIWDNLQJSDUW"
7KLVUHVHDUFKKDVLPSRUWDQWLPSOLFDWLRQVIRUWKHFRXQVHOOLQJSV\FKRORJ\GLVFLSOLQHDVLWVHHNVWR
DOLJQLWVHOIZLWKSULQFLSOHVRIVRFLDOMXVWLFHKRZHYHULWPD\DOVRSUHVHQWDSODWIRUPIRU
FROODERUDWLRQEHWZHHQFRXQVHOLQJSV\FKRORJ\SUDFWLWLRQHUV

:KDWZLOOKDSSHQZKHQWKHUHVHDUFKVWXG\VWRSV"
,QDVLPLODUPDQQHUWRWKDWGHVFULEHGDERYHLQUHVSRQVHWRWKHTXHVWLRQRI´ZKDWZLOOKDSSHQ
LI\RXGRWDNHSDUW"µ

:LOOP\WDNLQJSDUWLQWKHVWXG\EHNHSWFRQILGHQWLDO"
<HVLQWKHPDQQHUGHWDLOHGDERYHUHJDUGLQJ´ZKDWZLOOKDSSHQLI\RXGRWDNHSDUW"µ

:KDWZLOOKDSSHQWRWKHUHVXOWVRIWKHUHVHDUFKVWXG\"
2QFHWKHVWXG\LVILQDOL]HGWKRVHZKRZHUHHOLJLEOHIRUSDUWLFLSDWLRQDWWKHWLPHRIUHFUXLWPHQW
ZLOOEHLQIRUPHGRIWKHVWXG\·VFRPSOHWLRQLQWKHVDPHZD\WKH\ZHUHLQLWLDOO\FRQWDFWHG
7KH\ZLOOEHRIIHUHGDILQDOSUHVHQWDWLRQRIWKHUHVXOWVIURPWKHUHVHDUFKHU

7KHUHLVWKHSRWHQWLDOWKDWWKHUHVHDUFKZLOOEHSXEOLVKHGLQDFDGHPLFMRXUQDOVFRQFHUQHG
ZLWKLVVXHVUHJDUGLQJFRXQVHOOLQJSV\FKRORJLFDOSUDFWLFHFULWLFDOVRFLDOSV\FKRORJ\VRFLDO
MXVWLFHDQGYRFDWLRQDOUHKDELOLWDWLRQ,QWKHHYHQWRISXEOLFDWLRQ\RXULGHQWLW\ZLOOEH
DQRQ\PRXVDVDOOGDWDDQGSHUVRQDOLQIRUPDWLRQZRXOGKDYHEHHQGHVWUR\HG$OWHUQDWLYH
SVHXGRQ\PVZLOOEHXVHGLQVXFKMRXUQDOSXEOLFDWLRQV

:KDWZLOOKDSSHQLI,GRQ·WZDQWWRFDUU\RQZLWKWKHVWXG\"
7KHUHLVQRSHQDOW\ZKDWVRHYHUIRUQRWFRQWLQXLQJZLWKWKHVWXG\,WLVVWULFWO\YROXQWDU\DQGLWLV
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&LW\8QLYHUVLW\
1RUWKDPSWRQ6TXDUH
/RQGRQ
(&9+%



  
'U-XOLDQQD&KDOOHQRU
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,XQGHUVWDQGWKDWDQ\LQIRUPDWLRQ,SURYLGHLVFRQILGHQWLDODQG
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SXEOLVKHG7KHLGHQWLILDEOHGDWDZLOOQRWEHVKDUHGZLWKDQ\
RWKHURUJDQLVDWLRQ

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
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
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
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